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I . EXECUTI VE SUMVARY

This Country Commercial Guide (CCG presents a conprehensive | ook at Spain's
conmmer ci al envi ronnent using econonic, political and market analysis. The
CCGs were established by reconmmendation of the Trade Pronotion Coordinating
Conmittee (TPCC), a nulti-agency task force, to consolidate various reporting
docunments prepared for the U S. business community. Country Conmercia

Qui des are prepared annually at U S. Enbassies through the conbined efforts
of several U.S. governnent agencies.

Spain and the U S. enjoy excellent bilateral relations as industrial
denocraci es and NATO allies. Spain provides the U S. with one of its |argest
export markets. In 1998, the U S. enjoyed a USD 700 million trade surplus
with Spain. During that time period, U S. exports to Spain were USD 5.5
billion and U S. inports from Spain were USD 4.8 billion

Maj or U.S. exports to Spain include tel econmunication services, pollution
control and water resources equi pnent, franchising, telecomunications
equi prrent, nedi cal equi pnent, electric power systenms, and autonotive parts
and accessories. U. S. agricultural exports were doni nated by oil seeds,
grains and grain by-products, and forestry products.

Al'l indicators confirmthat 1998 was an excellent year for the Spanish
econony. Economic growth surged from3.5 in 1997 to 3.8 percent in 1998.
This growth was fueled by investment, which increased by 3.1 percent in 1998;
domestic demand, up by 4.9 percent; and industrial production, which grew 5.4
percent. The econony also benefited fromthe governnment’s fulfillment of the
Eur opean Monetary Union’s convergence criteria.

The macroecononi ¢ obj ectives established by the Maastricht Treaty of 1992
link the E.U. countries and drive their econonic policy decisions. Spain's
econom ¢ progress resulted in its qualification to enter the European
Monetary Union in 1999. |In 1998, Spain's econony continued to fall within
the Maastricht guidelines with an inflation rate of 1.4 percent, an interest
rate of 4.9 percent and a governnent deficit rate of 2.6 percent. Though
Spai n’s debt/GDP of 69 percent in 1998 was above the Maastricht criteria of
60 percent, it is predicted to decline as the percent of deficit to spending
decr eases.

On Spain’s political front, Jose Maria Aznar of the center-right Popul ar
Party won the general elections held in March 1996 by a narrow margin. As a
m nority governnent, the Popular Party is dependent on ad-hoc coalitions to
advance its legislative prograns. As such, political and business rel ations



with the Basque Country, the autononous community of Catalunya (the area
around Barcelona), and the Canary |slands have taken on added significance of
| at e.

Experiencing a recovery since the mddl e of 1996, industrial production
continues to drive the Spani sh econony. This recovery has been particularly
strong in the netalworking industries due to increased production in

shi pbui | di ng, dat a-processi ng equi pnent, and ot her transportati on equi pnent.
In addition, all indicators show that services are still an expandi ng sector
marked by growth in nearly all segments, particularly tourism After falling
in 1997 by 3.9 percent, the agricultural sector experienced a 0.8 percent
growth rate in 1998

The Spanish market is a series of regional markets joined by the two hubs of
Madrid and Barcel ona. Major business activities occur around these two
cities. At all levels, the Spanish governnent has eased regul ati ons and
increased incentives in an effort to attract foreign firms and i nvestnents.
Except in a few cases, Spanish |aw permits foreign investnent of up to 100

percent of equity. In sone sectors, however, disincentives such as high
| abor costs, inflexible Iabor |aws, and concern for intellectual property
rights still exist. Although structural reform packages ained at rectifying

these problenms were passed in both 1996 and 1997, reformis far from
compl et e.

The U.S. ranks anobng the top ten-investor nations in Spain. Direct U S
investment in Spain was USD 1.87 billion in 1998. Nevertheless, U S
exporters will continue to face conpetition fromE U. countries and from
Japan. Though U.S. firnms nmust pay higher tariffs than their E U
counterparts, they benefit fromlower production costs. |In addition, U S
products are considered technol ogi cally advanced and of the highest quality.
E.U firns, however, offer excellent financing support, after-sales service,
and custom zation of products to fit |ocal narket needs.

Sectors of the Spanish econony primed for future growh include: the

t el econmuni cati ons equi pnent and services nmarkets, which opened conpletely in
Decenber, 1998, and the environnental services and equi pnent sector, where
the government of Spain estimates that USD 33 billion nust be invested by the
year 2005.

Privatization, backed by the center-right admi nistration, will continue to
open opportunities in the tel ecomuni cati ons, defense, energy, transportation
and aerospace sectors, with total sales expected to reach USD 20 billion.

Country Conmercial Quides are available for U S. exporters fromthe Nationa
Trade Data Bank’s CD-ROM or via the Internet. Please contact Stat-USA at 1-
800- Stat-USA for nore information. Country Conmercial Qui des can be accessed
via the Wrld Wde Wb at http://ww. stat-usa.gov; http://ww.state. gov; and
http://ww. mac. doc. gov. They can al so be ordered in hard copy or on diskette
fromthe National Technical Information Service (NTIS) at 1-800-553-NTIS.

U. S. exporters seeking general export infornmation/assistance and country-
specific comercial information should contact the U S. Departnent of
Conmerce, Trade information Center by phone at 1-800-USA- TRADE or by fax at
(202) 482-4473.

. ECONOM C TRENDS AND OUTLOOK

Maj or Trends and Qutl ook




Spain’'s GDP grew 3.8 percent for 1998, up from3.5 percent in 1997. Gowth
was spurred by increases in agricultural exports, construction, capital goods
i nvestnent, and, nost significantly, private consunption, internationa
institutions (I M-, CECD, and E.U.) project growh to be 3.5 percent for 1999.

Spain qualified for the EMJ on May 2, 1998. Spain's fiscal and macroecononic
guidelines are deternined by its conmitnent to this stability pact.

Inflation: Spain’s inflation in 1998 was 1.4 percent. It is expected to rise
to 1.8 percent in 1999.

Interest Rates: Interest rates on ten year governnent bonds are the standard
agai nst whi ch Spanish rates are conpared with their E.U partners. |n 1998,
t he Spani sh ten-year governnent instruments were yielding 4.93 percent.

Deficit: Spain’s composite public sector deficit for 1998 was 1.8 percent.
We expect the deficit to decline further in 1999 and 2000 as Spain conplies
with the even nore stringent EMJ stability pact requirenents.

Debt: The stock of government debt as a percentage of GDP stood at 69 percent
at the end of 1998. W expect debt to stabilize at that rate and then begin
to decline from 2000 on.

Exchange Rate Stability: The peseta is fixed to the Euro at pesetas 166. 386
equal s one Euro. The Euro dollar rate has fluctuated between $1.17 to $1.03
bet ween January 1 and May 30, 1999. W expect the Euro dollar rate to stay
in the $1.10 range or below for nmost of 1999 (inplies a USD/ peseta rate of
USD 1 = pesetas 151.26). On January 1, 1999, the peseta fixed to the EURO
Thr oughout 1998 the peseta/Deutch Mark (DM rate stayed at 84.90 pesetas to
t he DM

Spai n’s national teleconmunications narket opened conpletely on Decenber 1,
1998. The government also liberalized tel evision broadcasting and

i npl emented a regul ated aut horization system Oher liberalizing nmeasures
have followed in the energy sector (electricity, gas, and fuels) and possibly
in the managenent of water services. To ensure the success of the
|iberalization prograns, the government is taking steps to strengthen the
Free Conpetition Tribunal, the regul atory agency, which has been established
to oversee and coordinate the decontrol process. The governnent is passing
additional neasures to restrict nonopolistic practices and to increase
judicial oversight over |easing, factoring, and franchising contracts.

Fi nanci al reform has been geared toward i nproving mechani sns of corporate
finance (especially for smaller conpanies) and pronoting stable savings over
the long term To address Spain’'s high unenploynment |evels, the governnent
has inplemented two rounds of reformto liberalize hiring practices. Spain’s
unenpl oyment rate continues to be the highest in the E U  Projected

unenpl oynment for 1999 is 18 percent, conpared with 10.5 percent for the E U
and 4.7 percent inthe US. The job-for-life principle, initiated by Franco,
continues today in the formof high disnissal costs and generous welfare
benefits that rank anpbng the highest in the E. U  Labor market reforns in
1994 and 1997 have led to an increased use of "tenporary contracts" and job
grow h. W anticipate that increnmental |abor market reformtied to close
consul tati ons between the governnment, union, and enployers will be the rule
for the foreseeable future



Gross Agricultural production in 1998, estimated at 4.43 trillion pesetas,
declined 0.5 percent from 1997 levels. This decline began when Spain joined
the European Union in 1986. Falling agricultural prices conbined with set-
asi de | and prograns and country production quotas have contributed to the
decl i ne.

I nconme per agricultural worker has risen considerably due to a dramatic | oss
in agricultural jobs. During the 13-year period of E U nenbership, about
800, 000 agricultural workers have abandoned their jobs, bringing the tota

agricul tural enploynent down to about 1 million. Income per agricultura
wor ker, however, has declined over the last two years. Nonethel ess,
agriculture still enploys about 7.7 percent of the country's total enployed

popul ati on and conprised about 3.0 percent of the country's total GDP in
1998.

As part of the "Agenda 2000", the E. U heads of governments approved a reform
of the Conmon Agricultural Policy (CAP) on March 25, 1999. Reforms were
inplenmented in the arable crops, dairy and beef sectors. Support prices for
grains will be cut by 15 percent over the next two narketing years, and a

| and set-aside rate of ten percent is fixed for the years between 2000- 2006
Hi gh area paynents for oilseeds will be cut down to the sanme | evel as those
for grains. This is expected to have a najor inpact on the Spanish sunfl ower
seed crop, and cause a dramatic reduction in the area in which this crop is
pl anted. However, this | owwater consuning, extensive and well -adapted
rotational crop could be included in sone of the existing environnenta
support prograns, which might partially offset the negative inpact. In

addi tion, beef support prices will be cut by 20 percent in three steps, and
as with grains, the rise in E. U production-decoupl ed payments will not fully
of fset the decline in support prices. The dairy reform plan has been

post poned, and the current country-mlk quota systemw || remain in place
until 2005.

The GOS was able to resolve several issues that arose from what Spanish
farmers consi dered weak negotiations on the part of Spain during its
accession to the E U in 1986. These included unjustifiably |ow historica
grain yields taken into account for estimating E. U paynents in Spain, and a
m |k quota allocation that was well bel ow the actual production |evel

In addition, the E. U approved the reformof two agricultural sectors, olive
oil and wine, which was beneficial for Spanish interests. Unlike previous
proposal s that threatened to severely jeopardize the competitive position of
the Spanish olive oil industry, vis a vis other E U. producing countries, the
new country quota was reasonably aligned with Spain's production capacity.
Brussels also reoriented its wine policies, which were harnful for the
Spani sh wi ne industry, to a new policy that stresses quality. Instead of the
maj or Vi neyard-uprooting prograns, which have been inplenented in Spain in
recent years, the Spanish wine industry will benefit from prograns designed
to restructure vineyards with varietal changes in order to inprove the
quality of the wines. This will nake the Spanish wi ne industry nore
conpetitive

Spani sh | anb, beef, grain, dairy, |egunbre and other sectors have had
difficulties with increased conpetition fromother E U countries, while
horticultural crops have greatly benefited fromincreased access to other
E.U nmarkets. 1In fact, Spain’'s exports of these products have risen
dramatically during the last few years



Li vestock, dairy and poultry have traditionally been the nobst inportant
sectors in terns of value of agricultural production in Spain, accounting for
about 39 percent of total farmoutput last year. Horticultural crops
(citrus, deciduous fruit, olives and olive oil, nuts, wi ne and veget abl es)
are, however, gaining inmportance and in the past year, have been equali zing
interns of value to the livestock, dairy and poultry sectors. Mbreover
horticultural sectors account for over 70 percent of Spain's agricultura
exports. Field crops (grain, tobacco, cotton, forage, sugar beets and

oi | seeds) cover a larger proportion of total planted area, but conprised only
16 percent of the value of total production in 1998.

For 1999, Spain’s production of agricultural products is expected to be bel ow
average as field crops and pastures suffer fromdryness. Qher crops such as
some fruit and vegetabl es are expected to be snmaller than nornal as a result
of frost. The wine sector will experience the same problens due to dryness.

Principal Gowth Sectors

a) Agriculture

O | seeds

Wheat, hard and durum

Lunber and ot her forest products
Tobacco | eaf

Cott on

Pet foods

Edi bl e pul ses and edi bl e sunfl ower seed
Seaf ood

Bour bon

H des and Ski ns

Animal fats

Pl anti ng seeds

Though agriculture has played a snaller role in the overall econony since
Spain's accession to the E.U in 1986, exports of itenms such as fruits,
veget abl es, olive oil and wi ne have been greatly assisted by E U nenbership.
On the other hand, Spanish | anb, beef, cereals, dairy products, pork and

poul try have struggl ed due to increased conpetition fromE U. countries.
However, given that Spain has the wi dest range of agricultural produce in the
E.U., the agricultural sector is destined for increased growth

b) Industry and Services

I ndustry has been recovering since the mddle of 1996, particularly in the
met al wor ki ng sector due to increased production in shipbuilding, data-
processi ng equi prent, and ot her transportation equi pnrent. Mnufacturing al so
showed growth due primarily to increases of manufactured food products.
Prospects for growmh are only noderately optimstic, follow ng a record-
setting year, in the manufacture of cars, Spain’s top export. In 1996, five
of the main brands (all foreign subsidiaries: Opel, Seat, Vol kswagen,
Citroén, and Renault) beat their own all-tine records for production in or
exports from Spain. The nining and chenical products sectors renain
stagnant. However, mining is expected to recover when Spain increases its
gol d producti on.

Al'l indicators show that the service sector is still expanding in nearly al
areas: transportation, wholesale and retail trade, and tourism Gowth in
touri sm appears pronising in the upcom ng years, particularly as Spain



continues to restore aging resorts. Spain has recently overtaken the United
States as the world s second nost popul ar tourist destination. In 1998, 47.7
mllion tourists visited Spain. One out of every eight Spanish workers is
directly or indirectly involved in the tourismsector, which generates 10
percent of GDP with gross inflows in 1998 of 4.45 trillion pesetas (USD 29.6
billion). Annually, growth is about 4.5 percent for this sector. Tourism
revenue has been the main driver of Spain’s current account, with receipts
regularly covering the country’s merchandi se trade deficit.

Sectors destined for future growh include tel econmunications, which
continues to register spectacul ar increases. For exanple, in the nobile

t el ephone busi ness, at the end of 1998, the client base total ed over 7
mllion, and grewto 8.7 mllion in the mddle of 1999. 1In the cable

tel evision sector, there is excellent roomfor growth, considering that only
one percent of the popul ati on has access to cable service.

O her growth areas include the environnent and aviation. In order to conply
with E.U environmental regulations, it is estimated that Spain has to invest
an estimated USD 33 billion in industrial clean-up, sewage treatnent, water
and air pollution control, and water and soil treatnent. |n the aviation

sector, the E.U.'s liberalization policy has added new | ocal regular airlines
to cope with the increased demand for air transport services.

Spain is restricted frommaking further reductions in infrastructure spending
bot h by previous commtnents, such as the Master Infrastructure Plan for
1993-2007 and E.U. funding conditions, and by the need to stay conpetitive.
Investnments to upgrade Spain's infrastructure in terns of roads, airports,
seaports and railroads will proceed, whether with public, private, or joint
financing. Construction and rel ated engi neering services will benefit from
these projects, which will require investnents of over USD 100 billion

t hrough 2005.

Governnent Role in the Econony

The Spani sh government influences the econony primarily through regul ation
rat her than through direct ownership, though the government does own part or
all of several of Spain's |largest conpanies. Under the center-right

adm ni stration, Spain has noved rapidly toward privatization, both out of
convi ction and because of the linited options available for curbing the
budget deficit. Conpanies in SEPI will be privatized by the year 2000,

foll owi ng what ever deregul ation or restructuring measures are necessary.

The results of Spain's privatization program including Tel efonica, Gas
Natural, and the petrochenical conpany Repsol, have been so successful that
the Mnistry of Industry announced in May 1997 plans to speed up the
privatization program

Bal ance of Paynents Situation

In recent years, Spain has run significant deficits in nerchandise trade
(averaging about 2.0 trillion pesetas annually for the last five years) and
in net investnent inconme (e.g., debt servicing, 1.0 trillion pesetas for
1997). Receipts fromtourismand transfers fromabroad (i.e., fromthe E U.)
have hel ped to bal ance the current account deficit. Due in part to the
continued growmh in tourism Spain has been able to sustain a current account
surplus for the past three years. Wth increased exports, Spain has al so
gradual Iy been reducing its trade deficit. However, the current account
surplus for 1998 again presented a deficit of about 0.3 percent of GDP



Infrastructure Situation

The following statistics relate to the Spanish infrastructure (based on 1994
figures):

El ectricity: 46,600,000 KW capacity; 157,000 nillion KW produced, 4,000 Kwh
per capita (1992)

Rai | roads: 15,430 kmtotal; Spanish National Railways (RENFE) operates 12,691
km (all 1.668-nmeter gauge, 6,184 kmelectrified, and 2,295 km doubl e track);
FEVE (governnent - owned narrow gauge rail ways) operates 1,821 km
(predomnantly 1.000-neter gauge, 441 kmelectrified); privately owned
rai l ways operate 918 km (predomi nantly 1.000-neter gauge, 512 kmelectrified,
and 56 km doubl e track).

H ghways: 162,184 kmtotal; 95,089 km national and 67,095 km provincial or
| ocal roads.

I nl and wat erways: 1,045 km but of minor econonic inportance

Pi pelines: crude oil 278 km petroleum products 2,119 km natural gas 1, 666
km

Ports: Algeciras, Alicante, Alneria, Avilés Barcelona, Bilbao, Cadiz,
Cartagena, Castellén, Ceuta, El Ferrol, Gjoén, Huelva, La Corufia, Las Pal mas
(Canary Islands), Mahon, Malaga, Melilla, Palnma de Millorca, Pasajes, Rota,
Sagunto, Santa Cruz de Tenerife, Santander, Tarragona, Valencia, Vigo, and
cl ose to 200 other mnor ports.

Merchant navy: 242 ships (1,000 GRT or over) which includes 2 passenger, 8
short-sea passenger, 71 cargo, 12 refrigerated cargo, 12 container, 32
roll-on/roll-off cargo, 4 vehicle carrier, 41 oil tanker, 14 chemnical tanker,
7 liquefied gas, 3 specialized tanker, and 36 bul k.

Airports: 105 total, usable: 99. Sixty of them have permanent-surface
runways. Four of these have runways over 3,659 neters, 22 have runways

bet ween 2, 440- 3,659 neters; and another 26 have snaller runways between
1,220-2,439 neters. Madrid/ Barajas airport is currently expanding its runway
fromtwo to three, thereby substantially increasing passenger and cargo
traffic capacity.

Tel econmuni cati ons: general ly adequate, nodern facilities; 15,921, 000

t el ephones; broadcast stations - 190 AM 406 (134 repeaters) FM 100 (1, 297
repeaters) TV, 22 coaxial submarine cables; two conmunications satellite
earth stations operating in | NTELSAT (Atlantic Ccean and | ndian Ccean);
MARECS, | NMARSAT, and EUTELSAT systens; one satellite H SPASAT, tropospheric
I'inks.

Y2K Readi ness

Spai n has had a national Y2K Conmi ssion and has had a programin place since
m d-1998. On Septenber 9, 1998, the GOS established a national Y2K Conmittee
headed by the Second Vice President and M nister of the Econony and Fi nance,
Rodrigo Rato. The conmittee includes nmenbers fromboth the public and
private sectors. Progress in testing and, where necessary, replacenent of
equi pnent i s advanced at both the national |level and in the larger private
firms. However, the small-to-nmediumsize enterprises are | aggi ng behind.
According to the Spani sh Associ ation of Information Technol ogy Conpanies, to



date 64 percent of Spani sh Conpani es have taken neasures to adapt to the
mllenniumbug. In terns of financial conpanies, 80 percent were cited as
prepared, and conversion of conputer systens in the health and transport
sections were characterized as advanced; however, comnpanies in trade and
certain industrial and distribution sectors continued to |ag behind. Spanish
financial, aviation and utility service providers are well along in their

pl anni ng and i npl enent ati on.

GCS officials have expressed concern regarding a lag in preparation by small -
t o- medi um si zed busi nesses and muni ci pal governnents and have recently
focused on naking information, solutions and financial assistance avail able
to those responsible for information for these entities. Spain anticipates
spending 18.4 billion pesetas, or approximately 12 percent of the federa
"information technol ogy budget"” on Y2K rel ated expenses for the centra
governnent. The GOS has al so taken steps in the area of consumer protection,
adding a regulation to the consunmer protection |aw which stipul ates that

unl ess ot herwi se marked as not being Y2K conpliant, all industrial products
sold directly to consuners can be assuned to be Y2K conpli ant.

The GOS continues to publicize the Y2K i ssue as something that coul d cause
substantial disruptions to both the public and private sectors, and there are
regul ar press articles highlighting the issue.

For updated infornmation there is a website available at:
http://ww. map. es/ y2000. ht

I11. PCLITICAL ENVI RONMVENT

Political Relationship with the United States

Spain and the United States enjoy excellent bilateral relations. The two
governnents share common views on a broad range of issues and are allies in
the North Atlantic Treaty O ganizati on (NATO).

Maj or Political Issues Affecting the Business Cinate

Two political issues affect the current business climate in Spain: the need
to create greater flexibility in the |abor market and a minority governmnent
dependent upon ad-hoc coalitions to advance its |egislative prograns.

Labor market regulations in Spain are extrenely rigid, despite nodifications
inthe first half of 1997. Conpanies in Spain faced with econonic
difficulties have problens downsizing staff, and encounter Social Security
and redundancy paynents. Government efforts to elininate these rigidities
have been opposed by trade uni ons, but sone progress has been nade since the
governnent of President Aznar won the general elections in March 1996

The ruling Popular Party (PP) nust depend on other parties to forma working
majority in the Congress (Cortes). These infornmal coalitions conplicate the
Governnent’'s ability to take action on pressing econonic and politica
matters

Political System Schedule for Elections, and Orientation of Politica
Parties

Spai n has been a parlianentary denobcracy since its nodern constitution canme
into effect in 1978, after the death of dictator General Francisco Franco.



King Juan Carlos | is the head of state, while President (Prinme Mnister)
Jose Maria Aznar of the center-right Popular Party has been head of the
governnent since May 1996. The bicaneral |egislature, or "Cortes", consists
of the I ower chamber or Congress of Deputies, popularly elected at the
provincial |evel, and the upper chanber or Senate, which conbines both
directly el ected and appointed seats. In addition to the central governnent,
Spain is divided into regional units or "autonom as", which have their own
governing bodi es including a chief executive or President and | egislatures.
There are also provincial and nunicipal |evels of government with del egates
appoi nted by the central government and locally elected officials. Spain's
constitution created a system of asymmetrical autononous regions wth varying
degrees of power upon whose ‘nationalist’ parties, the ruling nationa
Popul ar Party, forns its nmajority in Congress. Their support is conditioned
by the fulfillment of specific regional goals, particularly the ceding of
certain central governnent conpetencies, such as health care and police
functions, to the regional governments.

I' V. MARKETI NG U.S. PRODUCTS & SERVI CES

Di stri buti on and Sal es Channel s

As a result of the growh of the Spanish econony, distribution has becone a
key factor in supplying the consunmer nmarket. Differentiated sales channels
to consuners have devel oped significantly in the last few years, ranging from
traditional distribution methods, in which whol esalers sell to traditiona
shops and those shops sell to the public, to nore sophisticated nethods,
characterized by an increased presence of large nultinational supermarkets,
retail-stores and Central Purchasing Units.

The major conpetitors to U. S. exporters and investors in Spain are Western
European firms. Japanese conpani es are al so energing as fornidable
conpetitors. Cost, financing terms, and after-sales service play inportant
roles ina firms marketability. Since Spain joined the E. U, nenber states
exports to Spain have benefited fromtariffs that are I ower than those for

U S. exports. Beginning January 1, 1993, inport duties for all E. U goods
entering Spain were zero while U S. goods renmain subject to the E.U's Common
External Tariff (CET).

Eur opean exporters provi de generous financing and extensive cooperative
advertising and nost of their governments support exporting efforts with
trade pronotion events. Although U S. products are well respected for their
hi gh I evel of technology and quality, US. firns often fall short of their
conpetitors in terns of flexibility on financing, adaptation of product
design to local market needs and assistance with marketing and after-sales
service. Nonethel ess, American products are still conpetitive with E. U
exports, due to |l ower production costs derived from economies of scale.

Spani sh procedures are in alignment with the rest of Wstern Europe, where
price remmins paranount. However, credit terns, narketing assistance and
after-sales service are key factors in | ocal purchase decisions.

The use of credit to purchase consuner goods is w dely accepted in Spain,
particularly in the cities, with banks conpeting aggressively to offer
coverage. All major U S. credit cards are used, including Visa, Mster Card,
Aneri can Express, and Diners Club. Departnent stores and some upscal e
retailers sonetines offer their own credit, particularly for purchases of
large ticket itenms. Consunmer credit is commonly used for the purchase of



cars and hones. Housing devel opers, autonobile deal ers, and sone
manuf acturers of fer direct consumer financing.

The Spani sh market is a series of regional markets joined by two major hubs:
Madrid and Barcelona. The vast majority of agents, distributors, foreign
subsi di aries, and governnent-controlled entities that nmake up the econonic
power bl ock of the country operate in these two hubs. Dealers, branch

of fices, and government offices found outside these two hubs will al nost
invariably obtain their supplies fromtheir Madrid and Barcel ona contacts
rather than engage in direct inportation. The key to a foreign firms sales
success is either to appoint a conpetent agent or distributor or to establish
an effective subsidiary in the Madrid or Barcel ona area. However, investnent
i ncentives designed to reward investors for establishing nanufacturing
operations in | ess devel oped areas have di spersed sone U. S. investnent from
the major hubs in recent years.

Regi onal characteristics influence buying patterns. A conpetent agent or

di stributor considers regional variation when marketing his or her products.
The Basque Country, part of Spain's north coast, and Catal onia, which

i ncl udes Barcel ona, are autonomies with ancient traditions and their own

| anguages and cultures. There are 15 other autononous conmunities in Spain
(simlar to U S. states) with varying, but |esser degrees of autonony and
cultural identity.

Madrid is Spain's center for banking, adm nistration, tel ecommunications and
transportation and it serves as the headquarters of many large internationa
compani es. Barcelona is the capital of Catalonia. It boasts a strong
industrial tradition, with primary industries in textiles, paints, chenicals,
printing, plastics, electrical engineering, and machi nery manufacturi ng.

Bar cel ona and Bil bao, the Basque Country's industrial center, are Spain's

| eadi ng ports.

As an inportant container port, the Bil bao regi on has extensive shipyards,
steel -works, iron-ore mnes, chenical and cenent works, pulp and paper mlls,
and oil refineries. |In eastern Spain, Valencia is the center of the Spanish
furniture and ceramic industries, as well as a major center for citrus fruits
and veget abl es.

Seville, located on the Guadal quivir River, is the commercial center of

Andal ucia and is a major source of olive oil, cork, w ne, and other
agricultural products. The free port City of Vigo, in the far northwest, in
Galicia, is one of Europe's nost inportant fishing and fish-canning centers.

Distribution and Agency Contacts; Finding a Partner in Spain

There are various forns of representation agreenents available in Spain,
whi ch night be used to penetrate the narket:

Di stribution Agreenents

Spani sh | aw does not specifically regulate distribution contracts, although
court cases have defined the rights and obligations of the parties in certain
cases. In addition, the recent enactnment of |egislation that regul ates
agency contracts is influencing all distribution contracts.

There are three basic categories of distribution agreenents:



(1) Commer ci al Concessions or Exclusive Distribution Agreenents: The
supplier not only agrees to provide its products to a sel ect nunmber of
distributors within a specific territory but also not to sell those
products itself within the territory of the exclusive distributor(s).

(2) Sole Distribution Agreenent: Includes the provisions in the above
menti oned Exclusive Distributor Agreenent, but reserves to the
distributor the right to supply certain products to users in the
territory of concession.

(3) Aut hori zed distribution agreenents under the sel ective distribution
system In this case, the distributors are carefully sel ected according
to their ability to handle technically conplex products and to retain a
certain inage or brand nane.

In general, distribution contracts establish a comercial rel ationship

bet ween the supplier and the distributor, who then resell the products to
retailers. The distribution contract should contain conditions regarding the
sal e of goods, licensing of industrial property, markets or territory,
advertising, financing and servicing, among others. The nain features of
distribution contracts may be summari zed as foll ows:

(1) The distributor obtains the nmerchandise fromthe supplier "inits own
nane and interest", and assunes the risk of the transaction for |ater
re-sale at a profit.

(2) The rel ationship between the supplier and the distributor is a lega
relationship within a specific time period.

(3) The distribution contract may obligate the parties to future purchases
and sal es.

O dinary clauses of a distribution contract may cover any subject to which
the parties agree provided that the clauses are not contrary to the | aws of
Spain, norality, or public order. The standard clauses of a distribution
contract often include:

(1) The territory covered by the distribution contract and the indication
of any exclusive character of this territory

(2) Limts to third party purchases
(3) A mni num vol unme of sal es and subsequent nodifications

(4) A pricing systemand nodifications: periods, pricing, percentage basis,
pronotions, notifications, and the effective dates of new prices

(5) The party responsible for executing advertising and financing

(6) The duration and extension of the contract and conditions for its
rejection and termnation

(7) Conditions for the repurchase of products
(8) Notification of the parties

(9) A di spute resolution nechanismthat can include conmercial arbitration
under Spani sh or foreign decision, and which is subject to any



| egislation with which the contracts or the parties may have m ni num
contacts. The contract may al so contain a damages cl ause governing the
anount of conpensation paid to the parties in the case of annul nent or
cancel | ati on.

Regardi ng term nation, the courts distinguish between two types of contracts:
those for a specific period and those that are indefinite.

Contracts for a specified period will terninate with the expiration of the
agreed period, while contracts for an indefinite termmay be terninated at
any tinme unilaterally. No express provision establishes the |length of the
notice period in cases of unilateral termnation. However, Law 12/92 on
agency contracts (discussed bel ow) provides the period for notification,
which is one nonth per year of the termof the contract, up to a naxi num of
si X nont hs.

Spain's courts recogni ze the right of the distributor to indemity after the
party terminates the contract if the followi ng conditions are net:

(1) The distributor nmust have increased the custoner base, either in the
number of clients or in the volunme of sales.

(2) The supplier or a new distributor takes advantage of the opportunities
obt ai ned by the dism ssed distributor

After meeting both conditions, the courts sustain the right of the
distributor to claimconpensation for goodw ||, w thout distinguishing
bet ween definite and indefinite duration contracts.

Agency Agreenents

Law 12/92, of 27 May 1992, regul ates Agency Agreenents, inplenenting the
principles of the European Union Directive 86/653. This |aw establishes that
a conmmercial agency contract is an agreenent in which a person or a conpany
is bound with another (the principal). The purpose of this unionis to
advance the principal's business, or to advance and concl ude transactions on
the principal's behalf, w thout assumng the risk of such transacti ons.

Thi s | aw est abl i shes:

(1) The i ndependence of the agent

(2) The agent's paynent

(3) The rel ati onship between the parties

One main feature of the | aw establishes a contract in which nmutual confidence
is essential. The duties of loyalty and good faith govern the agreement and
viol ation may cause the ternmination of the contract.

Law 12/92 requires that the rights and obligations derived fromthe agency
contract nust be upheld by the agent or agent's assistants. The |aw

prohi bits the assignnent of obligation to a third party (sub-agent) w thout
the consent of the principal. Simlarly, the |aw requires prior consent by
the principal if the agent wants to represent goods or services, which are
simlar or identical, fromother conpanies. Except in the case of conflict,
or an agreenent to the contrary, the agent nmay act freely on behal f of other
suppliers.



Beyond the basic obligations to act loyally and in good faith, the agent
nust :

* Pronote the products and, if enpowered to do so, conclude the
transacti ons;
* Informthe principal supplier of all matters relating to the agency,

especially the financial aspects of all parties with whomthere are
pendi ng transacti ons;

* bey the principal's instructions and conpany policies (for exanple,
prices, delivery dates, procedure for clains);

* Receive any clains by third parties regarding defective nerchandise in
the merchant's nane; and

* Mai ntai n i ndependent accounting for each principal represented.

Beyond the sane basic obligations of loyalty and good faith, the principa
supplier nust:

Provi de books, catal ogues, price lists and other needed literature;
Make paynents on time and as agreed;
G ve the agent the information required for the perfornmance of the
agency contract; and

* Informthe agent with reasonable notice of the acceptance, refusal, or
the | ack of performance of each deal obtained by the agent. The agent
has the power to judicially request the accounting books of the
princi pal .

An agent's conpensation nmay consist of a fixed anpbunt, a comm ssion, or a
combi nation of both. This |aw recognizes the right of the agent to receive a
comm ssion for transactions concluded through himor her. Additionally, it
recogni zes the right of the agent to have other transactions take pl ace,
during the termof the contract with any of its clients, even if the agent
has not intervened in the operation. Mreover, the agent has the right to
receive a conmssion for all the transactions concluded within three nonths
after the termnation of the contract.

The Agency Law establishes that comm ssions are generated the nonent the
transaction takes place. The supplier nust pay the conm ssions by the end of
each quarter of the year. The supplier is not responsible for paying
conmi ssi ons on unfinished operations, which have resulted from acti ons beyond
the principal's control. The agent's conpensati on does not include

rei mbursement for expenses, unless expressly agreed otherw se.

The agency | aw di stingui shes between contracts for a specific period and
those that are indefinite. Contracts for a specified period terninate with
the expiration of the agreed period, while contracts for an indefinite term
may be terminated at any tine unilaterally, with prior witten notice.
Notice of the termination is one nonth per year of the termof the contract,
up to a maxi mum of si x nonths.

The | aw al so establishes those cases that do not require prior notification
Non- per f or mance of contract duties

Bankruptcy or receivership of any of the parties
Deat h of the agent

* Ok *

The | aw establishes that an agent can claimindemity under the foll ow ng
condi tions:



(1) If the agent has increased the custoner base, either in the nunber of
clients or in the volune of sales.

(2) The supplier continues to benefit fromthe opportunities obtained by
the di sm ssed agent.

The agent is not entitled to any indemity or conpensati on when:

* The principal term nates the contract because of the agent's breach of
contract;

* The agent disclainms the contract, unless he or she can prove that the
cause is due to the principal

* The principal disclains the contract based on old age, incapacity or
illness of the agent; and

* Wth the consent of the principal, the agent has assigned the rights

and obligations of the agency to a third party.

Finally, the | aw establishes that jurisdiction, for all |egal actions derived
fromthe agency contract, is the legal responsibility of the agent.

Conmi ssi on Agency Agreenents

Conmi ssi on Agency Agreenents are nandates under which an authorized agent
(conmi ssi on agent) undertakes to performor participate in a commerci al act
or agreenent for the account of another (the principal). Conm ssion agents
may act in two capacities:

(1) In their owmn name: They are not direct representatives and they acquire
rights against the contracting third parties and vice versa.

(2) On behalf of their principal: This gives rise to the effects of direct
representation and, accordingly, the principal acquires rights against
third parties and vice versa

The obligations of conm ssion agents are as foll ows:

* To defend the interests of their principals as if such interests were
their owmn and to performtheir engagenent personally. Commi ssion
agents may delegate their duties if they have authority to do so and
may use enpl oyees under their responsibility.

* To account for anounts that they have received as comrission and to
rei nburse any excess amobunt. They are required to return any unsold
mer chandi se.

In general, conmission agents are not liable to their principals for the
performance by third parties of the related agreenents. Although, this risk
is secured by a conmmi ssion "del credere"” under which conm ssion agents are
hel d personally liable for the performance by third parties of their

obl i gati ons.

Unl ess their principal consents, conmm ssion agents are barred from buying for
their own account or for the account of another the goods that they have been
instructed to sell, and fromselling the goods that they have been instructed
to buy.

The main sinmlarity between an Agency Agreenent and a Comm ssion Agency
Agreenent is that, in both cases, an individual or legal entity undertakes to



pay another a conpensation for arrangi ng an opportunity for the forner to
conclude a legal transaction with a third party or for acting as the forner’s
intermediary in concluding that transaction

The main difference is that Agency Agreenents involve an ongoi ng engagenent,
wher eas Commi ssi on Agency Agreenents involve occasional engagenents. In
addition, a Conm ssion Agent seeks to facilitate the conclusion of an
agreenment but does not ultimately represent either party. The Comm ssion
Agent brings the parties together so that they can conclude an agreenent, but
is not party to that agreenment, whereas an Agency agent represents one of the
parties.

In all cases, US. firns should take into consideration that Spainis a
participating country in the European Mnetary Union (EMJ). In general
conpanies will benefit through greater transparency in agent/distributor
commi ssi ons t hroughout Europe, sinplification of conpensation plans and
greater transparency in reporting revenues to national tax authorities.
Contracts signed prior to 1999 will continue to be valid (no contract can be
broken by either party due to the introduction of the Euro). After January
1, 2001, the contracts will still be valid, but the Peseta value listed in
the contract will be converted into Euros, at the correspondi ng conversion
rate. This will not affect other details on contracts, such as interest
rates, duration, etc.

Franchi si ng

Franchising is a system for marketing goods, services and technol ogy based on
cl ose, ongoi ng cooperation between enterprises that are legally and
financially distinct and i ndependent. Under this system the franchiser
grants a right to, and i nposes an obligation on, its individual franchisees
to do business using the franchiser’s concept.

Spai n does not have specific legislation regulating franchising. In the
absence of detailed regulation, parties are free under the Cvil and
Conmrerci al Codes to enter into any contractual agreement by stipulating the
terns and conditions they consider appropriate, provided those terns are not
contrary to the law, norality or public order. Nonetheless, when draw ng up
the contracts, the franchi ser should bear in nind the foll ow ng:

The contract term and term nation

Agreenments on transfer of know how, managenent service fees and |l evels
of royalty rates

The subni ssion of disputes to foreign arbitration or courts

Agreenents including restrictions on free conpetition: Royal Decree
157/ 1992 provi des exenption to franchi sing agreenents excl usively

af fecting the Spani sh narket provided the terns of the agreenent fal
within the provisions of the E. U Regul ation 4087/ 88

General requirenents of franchising agreenents to neet E. U Regulation in
order to avoid violating antitrust |aw are:

* The use of a comon mark or other distinctive sign and the uniform
presentation of premi ses, in order to preserve the unity of the network
* The conmuni cation by the franchiser to the franchi see of secret,

substantial and identified know how
* Ongoi ng provision of assistance by the franchiser



In the last few years, franchising has grown rapidly. There are over 676
franchi se systens operating in Spain, with an estimted 26,900 franchi sed
units. Retail sales by franchised units accounted for about 6.5 percent of
total retail sales. Based on trade statistics, the annual sales for business
format franchises in Spain for 1998 were estimated at USD 7.15 billion

Franchising is nost popular in the restaurant/food business sector with 11.2
percent of total franchised retail outlets, followed by the
distribution/self-service sector with 10.2 percent and textile/fashion with
9.5 percent. Apart fromthe key sectors, franchising opportunities can be
found in retail specialty shops, home furnishings and decoration, educationa
products and services, autonotive products and |laundry and dry cl eani ng.

Forecasts show that franchises will account for 7.5 percent of all retai
stores by the year 2000. Around 70 percent of franchises are Spanish

foll owed by American (11 percent), French (ten percent), ltalian (four
percent) and British (two percent). The U S. is regarded as the benchmark
and nodel country in franchising. It is expected that there will be
approximately 90 U. S. franchisers in Spain by the year 2000, with total sales
nearing USD one billion

For small, traditional retail stores, franchising offers a nmeans of conpeting
with larger stores. |In large urban areas, small retailers have few options
They nust specialize, associate with other retailers, or close. Franchising
is a safe and prom sing new option

Donmestic statistics show that out of every five new i ndependent ret ai

oper ations opened each year, between three and four either change the type of
busi ness, ownership, or close before their first anniversary. However, the
same survey shows a different outlook for franchised outlets. Four out of
five franchises remain open and are still working with the sane brand and
pronoter after their first anniversary.

Anal ysts believe that the demand for franchising will be sustained in the
future. As the nmarket becones nore segnented and requires further
specialization in retailing, demand for franchising will continue.

There are various types of franchising agreenents, which differ according to
their subject matter: industrial franchising agreenments (for the nanufacture
of goods), distribution franchising agreements (for the sale of goods) and
service franchi sing agreenents (for the provision of services).

Regardi ng tax treatnment of franchising agreenents, the nature of the
consideration paid by the franchisee to the franchi ser should be anal yzed
since it could be considered as a royalty and as busi ness inconme, or only as
a royalty, depending on the different services rendered and rights granted
(if royalties, they are taxed in Spain at 25 percent or at the reduced tax
treaty rate, if any).

Direct Marketing

Direct marketing is becom ng one of the nost favored marketing and

distribution tools in Spain. 1In 1997, this sector's annual billings reached
USD 1.5 billion. Estimted annual growth figures through the year 2000 are
heal thy and the forecast shows that direct marketing could reach billings of

USD 2 billion by the end of the decade.



Several factors are fueling direct marketing in Spain. They include
technol ogi cal advances in printing and distribution, a steady devel opnment of
credit card use, and changing lifestyles. The Spanish urban population is
moving out of the cities to residential areas, which are often away fromthe
mai n conmercial centers. Therefore, they use mail order to fulfill their
consuner needs. Additionally, nore wonen are entering the job market and are
seeki ng ways to save tinme in maki ng househol d purchases. Consequently, nail
order and TV direct marketing have becone increasingly popul ar and
profitable.

Mai | -order conpanies lead the direct marketing sector. This sub-sector makes
up nore than 65 percent of total direct marketing billings at present. Mi
order conpanies sold USD 975 million worth of goods during 1997

Approxi mately 90 percent of these sales cane from i ndivi dual s/ househol ds.

Tel e-marketing is the fastest growi ng sub-sector, reaching billings of USD
129 mllion in 1997. Increased sophistication in the tel ephone services
offered by the fornerly state-owned Tel ephone Conpany Tel ef onica and their
new conpetitors (after tel econmunications services liberalization) brightens
tel e-marketing's future.

Tel evision direct marketing compani es have been operating in Spain since
1990, when tel evision was opened to private broadcasters. |In this short
time, it has becone increasingly popular and profitable. Conpanies reported
sales as high as USD 140 nillion during 1997

Trust is an inportant conpetitive factor in this market. Oten, consuners
trust the direct nmarketing firms who are nenbers of the Spanish E-commerce
and Direct Mrketing Federation (Federaci on Espafiol a de Conerci o El ectronico
y Marketing Directo). Menbership inplies adherence to a nunber of ethica
codes. Furthernore, after several years without ethical regulation, the
Spani sh Parliament passed a Data Protection Omibus Law in October 1992

Known as LORTAD, the law regul ates all aspects of data protection against the
m suse of personal data.

El ectronic commerce is booning in Spain. Spaniards, however, wll stil
require sone tine to get used to this technology. A survey conducted by the
Asoci aci on Espafiol a de Conercio El ectroni co (Spanish Association of E-
comrerce) indicates that 67 percent of users are still reluctant to use
Internet to make purchases and only 23 percent nade purchases through the net
in 1998. Although 72 percent of Spanish firms have a web page, on-line sales
are not yet available in the majority of the cases. One of the reasons that
has been raised is that nost Spanish firnms are small and nedi umsi zed
enterprises led by niddl e-aged executives. New generation executives tend to
be nore innovative and prone to applying technol ogy.

The Asoci aci on Espafiol a de Conerci o El ectroni co (Spanish Association of E-
commerce), which is part of the Federaci on Espafiol a de Conercio El ectronico y
Mar keting Directo (Spanish Federation of E-commerce and Direct Marketing),
and recent private surveys are optimstic in their forecasts and believe that
E-commerce will experience a very fast growth rate in the near future (89
percent through the year 2000) when nore than ten percent of transactions, in
Spai n, are expected to be made through the net.

Large firns are taking the lead in the use of the Internet for sales to end-
users. Thus, El Corte Ingles, a leading |luxury departnent store chain in
Spain that sells products fromjewelry to furniture to car equipnent, is



al ready on the net and will soon be selling up to 70,000 products from
different departnments. The first products already available fromtheir web
page are books and supermarket products.

Virtual banking is becom ng increasingly common for Spaniards. Due to the
many benefits, such as 24 hours a day services, this type of service is
growi ng at a fast pace. Banking services have been well received by
Spaniards. Wthin the next few years the nunber of clients should increase
substantial ly.

Spani sh airline conpani es such as lberia, Spanair, and Air Europa also offer
on-line services for consulting tariffs, reserving and buying tickets on-
I'ine.

The Spani sh E-commerce Associ ati on has devel oped a code of rules for

el ectronic advertising, which is already being inplenmented by the 30 founding
menber firnms of the Association. The potential market for E-comrerce in
Spain is defined by the follow ng paraneters: eight nmllion conputer users in
Spain in 1997 (10 percent over 1996 figures); 1.3 nmillion internet users in
1997 (78 percent over the previous year), 65 percent of which use it nore
than 5 hours a week; nore than 400,000 regi stered Internet addresses in
Spai n; and annual grow h forecasted of 30 percent through the year 2000.

Feder aci on Espafiol a de Conercio Electronico y Marketing Directo
Avda. Diagonal, 437

08036 Barcel ona

Tel : (3493) 414-0538

Fax: (3493) 201-2988

Asoci aci on Espafiol a de Comerci o El ectronico
Avda. Diagonal, 437

08036 Bar cel ona

Tel : (3493) 240-3133

Fax: (3493) 240-3134

Joi nt-Ventures/Licensing

Another way for a U S. conpany to penetrate the Spani sh market is through a
joint venture. Conpanies may pursue different types of joint ventures. For
exanple, it is conmon for conpanies to invest as nminority sharehol ders in

exi sting conpanies, or to set up jointly controlled conpanies. Oher joint
ventures consi st of conpanies that take majority stakes, which fall short of
full ownership, or join tenporary arrangenents with other conpanies. A
description of tenporary joint ventures under Spanish |aw follows. For other
forns of joint ventures, such as setting up a conpany in Spain with a |loca
partner, see the subsection entitled "Steps to Establishing an Office."

A group of conpanies can formtenporary business associations (Uniones
Tenporal es de Enpresas -UTE), to undertake specific projects for a linted
time. This type of association does not have a separate |egal personality.
Therefore, conpanies nmaintain their legal status while allow ng conmon
operations under a pre-established set of rules. Foreign conpanies can enter
this type of arrangenent.

An Economic Interest G oup (Agrupacion de Interes Economco -AlE) is also a
type of joint venture between Spanish participants (please note that American
conpani es established in Spain are considered Spani sh conpanies). It is
simlar in concept to a partnership because its participants have joint and



separate liability for their debts. To forman AE, the participants nust
execute a public deed, incorporating bylaws, and record it at the comerci al
register. The internal operation of an AIE is simlar to that of a
corporation and one can transforman AIE at any time into any other type of
comrercial entity.

There is al so a European version of the AIE, the European Econonic |nterest
Group (Agrupaci 6n Europea de Interés Econémico -AEIE). This is a cross-
border version of the Spanish AE, introduced by E. U Regulation 2137 of
1985. A local AEIE is a separate legal entity and nust be incorporated in
Spain and recorded in the conmercial register. In nost respects, it is
simlar in constitution and operation to an Al E

These three nodels of joint ventures are tax transparent, and they apportion
their income anong nmenbers. In all of these cases, the nmenbers are
responsible for | osses and profits.

Li cense contracts in Spain may cover industrial property rights (patents,
utility nodels, trademarks); intellectual property rights (rights of use for
literary, scientific or artistic works, or software); know how, or other uses
of technol ogy. Regarding the contents, Spanish regulations allow the parties
a wide range of freedomto negotiate the ternms and conditions of the
agreenment. Even so, there are many cl auses common to this type of contract:

* Excl usi ve cl auses, sonetines conplenmented with exclusive purchase
obl i gati ons;
Measures to limit the licensor's commercial activity;
Confidentiality and non-conpetition obligations;
bligations relating to i nprovenents and i nnovations (this includes
updating the rights granted to the |licensee and communicating to the
i censor innovations devel oped by the |icensee); and

* Indemmi fication in case of breach of contract by one party.

In Spain, license contracts are only valid if they are drafted in accordance
with regul ations. License contracts for trademarks, patents, and utility
nmodel s nust be in witing, and the Spanish Patent and Trademark O fice nust
regi ster them before they take effect.

The License contracts covering intellectual property rights (copyright) nust
also be in witing. |If the author of a contract requires it be recorded in
witing, and the licensee fails to draft such a contract, the author may
rescind the contract. Publishing contracts nust also be fornalized.

There are other License contracts which are not subject to special

requi renents or form Please note that under Spanish law, the term
intellectual property is linmted to the author's rights (copyright) and does
not include patents and trademarks (called industrial property rights).

Under Spanish law, a royalty is defined as "the consideration paid by the
licensee to the licensor for the know edge transmitted". The know edge may
or may not be patentable, but it nust allow the |licensee to use it within a
comrercial or industrial process.

Steps to Establishing an Ofice in Spain

The first decision a foreign investor in Spain nmust nmake is whether to
incorporate a subsidiary (i.e., a separate corporation) or a branch. Both
have full legal status and their profits are taxable in Spain.



If the investor decides to incorporate a subsidiary, the next decision is
whet her to incorporate a public Iimted-liability conpany (Soci edad Anoni na,
or SSA)) or a private limted conpany (Soci edad de Responsabilidad Limtada
or S.L. or SSRL.). The structure of the S.A. is for |arger operations and
the S.L. for smaller. Three other kinds of nercantile entity can be forned,
but they are not so frequently used: General Partnership (Soci edad Regul ar
Col ectiva), Limted Partnership (Sociedad en Comandita), or Linited

Part nershi p by Shares (Soci edad en Comandita por Acciones).

Sharehol ders in corporations (S.A) and limted liability (S.L.) conpanies
are not liable for the conpany's debts. The main differences between them
are in their capital (10 nillion pesetas versus half a nmillion), the nunber
of founding nenbers (three versus two), flexibility pernmitted at genera
nmeetings, transfer of shares, and managenent of an S. L.

Conpani es interested in establishing operations in Spain should obtain |ega
advice. Mjor consulting groups and law firns are available to help firns
incorporate. A summary of the steps involved foll ows.

(A To acquire |l egal status, an Anerican firmnust follow the follow ng
st eps:

(1) Regi stration of conpany nane: Pronpters nust acquire a certification
that the nane chosen for the future conpany is not already registered.
Applications nust be presented at the Central Mercantile Registry. The
certification is valid for two nonths.

(2) Public deed or incorporation charter: The founding partners sign the
constitution deed for the business according to the conpany's charter. This
is done at any of the notary publics that exist in Spain. Both the nane
certification and the conpany's charter are required.

(3) Pay asset transfer tax and | egal proceedi ngs docunent tax: These are
taxes paid for a new incorporation (they anount to roughly one percent of
capital stock). The company nmust pay the taxes at the provincial tax

del egati on where the conpany incorporates. Necessary docunents: a conpleted
formnodel 600 and both a legalized and sinple copy of the Public Deed
(provided by the notary public). This nust be done w thin 30 working days
fromthe date of the Public Deed.

(4) Acquire the Tax ldentification Code (locally called CIF - Codigo de
Identificacion Fiscal): This nunber becones the neans of conpany
identification and is required for all transactions. The provincial tax

del egation provides the code. Necessary docunents: form nodel 036, a copy of
the public deed and a photocopy of the applicant's I.D. if it is a partner

or photocopy of the power of attorney authorizing the applicant. This nust
be done within 30 working days fromthe signature of the public deed. The
Cl F nunber nust be withdrawn within six nonths of application

(5) Regi stering the conpany: the conpany mnmust register at the corporate
registry corresponding to the incorporation address. Necessary documents:
first copy of the public deed (provided by the notary public) and
certification that taxes (see above) have been paid. On average, it takes
two months to conplete registration

(B) To start any economic activity the follow ng are required:



(1) A fiscal license: Conpanies nmust get a fiscal license. This is a loca
tax levied on fiscal year activities and can be acquired at the |ocal tax

adm ni stration. Necessary docunments: |.D. of the individual or C.1.F. (tax
identification code) for conpanies, |I.D. of the |legal representative, and
motor vehicle tax and technical inspection card if it is a transport
enterprise. |In sone professional services the approved seal of the

prof essi onal association or bar is required. The individual or conpany nust
request this license 15 days before starting any economic activity.

(2) Census decl aration: Conpani es nust register in the corporate census for
Val ue Added Tax purposes and inclusion under the personal tax declaration
system This is done at the local tax adm nistration. Necessary docunents:
A photocopy of C.I.F. (tax identification code) and identity card. Docunents
must be subnmitted prior to the begi nning of business activity.

(3) Tax books: Regul ations establish that conpani es nust reflect different
internal operations in special books: an income and sal es book; an expenses

or purchase book; and an inventory book. Necessary docunents: fiscal license
and a photocopy of I.D. The local tax administration nust |egalize the books
within 30 days following the issuance of the fiscal license. As of January

1999, with Spain’s participation in the European Mnetary Union (EMJ),
conpani es m ght start keeping their books in Euros.

(O Social Security Registration:

(1) Regi stration of a conpany: Once incorporated and ready to start
operations, conpanies have to register with the Social Security system This
registration is unique for each province where a work center exists. The

sel f-enpl oyed have to register as well. Necessary docunents: a copy of the
deed of the constitution of the conpany and photocopy of the applicant's |I.D
or power of attorney. For individual businesses, an |I.D. is needed. This
procedure also requires a contract with the Wrkers Conpensati on Fund. The

| ocal Social Security delegation carries out the necessary procedures.

(2) Openi ng comuni cati on: Communi cati on of the opening of the work center
or resunption of econom c activity nust be done within 30 days of opening.
Conpani es and indivi dual businesses nust also keep two logs: a visitor's |log
and a personnel registration book. This needs to be conpleted at one of the
Soci al Security's provincial delegations. Necessary docunents: details of
the conpany and work center plus a description of business activities.

(D) The town council may require the follow ng procedures (it varies from
town to town).

Muni ci pal tax liability, depending on the street category
Construction licenses if there is going to be any work carried out on
the premises to adapt it to new economi c activity

* Opening license that accredits that the project's installations conform
wi th rmunicipal regul ations
* Notification every tine there is a change in ownership

(E) O her specific requirenents:

* I ndustry Property Registry for trademarks, patents, comercial nanes
di stingui shing signs, industrial nodels, etc.
* Industrial Registry for industrial activities, workshops, toxic or

danger ous substance war ehouses, and nmanufacturing operations of any
pr oduct



* Conpany Qualification Certificate for construction, installations
and/or electrical repairs, wod and cork sectors, and engi neering and
consulting activities

* Identification papers or certificate for individual persons or
compani es involved in electrical installations, gas, air conditioning
and conpressors

* Speci al Registry for food industries and whol esal e establishnments
(except supermarkets and hyper narket s)

* Special Registry for industries that transformand store agricultura
product s

* Speci al registry for manufacturers, inporters, retailers and

di stributors of ganbling equi pnent

Commencenent aut horization for bars, cafeterias, restaurants and hotels
Application license for travel agencies

Special registry for conpanies involved in the security sector

Sel ling Factors/ Techni ques

Until recently, client satisfaction was not a nmmjor concern in Spain.
Foreign distribution conpani es that have entered this market have introduced
this concept. Spain passed a new product liability lawin July 1994 to
protect consuners. Relationships are still very inportant in selling U S
products in Spain. This factor is sometines nore inportant than price or
quality, especially in |arge account sales. The decision making process
within a Spanish conpany is different fromthat in the United States. In
Spai n, for exanple, the conpany's | eading executive is responsible for
decisions. This person takes action after review by different departnents,
maki ng the sales process longer. An initial "yes" usually neans that the
company will study the situation, and not necessarily that it will buy the
product .

Department stores, hypernmarkets, shopping centers and very specialized
outlets are introducing the "fidelization" concept, which usually involves

i ssuing of client cards, cunulative discounts and special offers for frequent
cust oners.

New sel ling techni ques are becomi ng very popular. Vendi ng nachi nes have
spread throughout Spain in the | ast decade. Direct nmarketing by mail order
tel ephone, TV or electronic comrerce is growi ng considerably (see Direct
Marketing section). Demand for |ogistical services is also rising sharply.
O herwi se, selling techniques, taking into consideration | ocal tastes, are
very simlar to those in the Western Wrl d.

Adverti si ng

TELEVI SI ON: Al nost every Spani sh honme (99.7 percent) has television and 91
percent of Spaniards watch television each day. Peak view ng hours are 2:00-
4:00 p.m and 9:00-11:30 p. m

Br oadcast TV

Prior to 1990, state-run Tel evisi 6n Espafiola (Channels 1 and 2) and regiona
stations run by the autononous governments were the only options available to
Spani sh viewers. |n 1989, the Spani sh governnent authorized the creation of
comrercial television and issued licenses to three national private
commerci al channels (Antena 3 TV, Canal Plus, and Telecinco). Under the Rea
Decreto-Ley 1/1997, Spain adopted E. U regulations Directive 95/47/CE in
order to undertake nmeasures for the liberalization of TV. The Liberalization



of Tel ecommuni cations Act took effect Decenber 1, 1998, although ngjor
changes will remain unnoticed in the short term

On January 8, 1999, Spain’s Council of Mnisters called for a conpetition to
manage the introduction of terrestrial digital TV throughout Spain.
Terrestrial digital TV will go on the air starting June 30, 1999. By the
year 2000, it will reach all cities with over 2,000 inhabitants, with ful
nati onal coverage within a decade

Nat i onal Net wor ks

Tel evi si 6n Espafiol a (Channels 1 and 2): State-run Tel evi si 6n Espafiol a ( TVE)
began broadcasting in 1956. Channel 2 was added in 1965. Funded by the
governnent and private-sector advertising and directed by a governnent -

appoi nted director general, TVE regularly runs |arge budget deficits. These
deficits, along with criticismby both major political parties (when in
opposition) of “politicization” of news coverage, keep TVE under constant
political scrutiny. The flagship Channel 1 continues to be the nationa
ratings | eader with 25.6 percent of total audience. Channel 2, with nore
cul tural and educational progranms, has a 7.3 percent share.

Antena 3 TV: Introduced in January 1990, popul ar entertai nnent-oriented
Antena 3 TV was the first private national network to begin broadcasting.
Today it broadcasts 24 hours per day, reaching virtually all of Spain with
22.3 percent of the audience.

Tel ecinco: TV 5, the second private channel, began broadcasting in Mrch
1990. The Italian conmpany Fininvest is the principal shareholder. G her

i nvestors include Tel efuturo, belonging to the German group Kirsch and
Sotel cin division of Correo Goup, one of the nost inportant communication
groups of Spain. Telecinco has a 20.8 percent audi ence share.

Canal Plus: Controlled by PRI SA, Canal Plus broadcasts a ni xed program of
free and coded prograns, primarily feature films. For the latter, over 1.5
mllion viewers pay a subscription fee. Unencoded prograns (mainly news) are
available to anyone with a television set. It has a 2.4 percent share. In
January 1999, CNN Plus, a collaborative all-news venture between Canal Pl us
and CNN, began broadcasting on PRISA's Canal Satélite Digital (see bel ow,

usi ng original coverage produced in Spain by its own news team (which it
shares with Canal Plus) and international coverage from CNN

Aut ononpbus and Local Tel evi sion

Spai n now has six "autononous" (regional) TV stations in Catalonia, the
Basque Country, Galicia, Andalucia, Valencia, and Madrid; and over 75 | ocal
stations. Altogether, they represent a 17.8 percent TV audi ence share. In
1990, the Federation of Autononous Radi o and Tel evision (FORTA) was fornmed to
centralize filmand sports rights acquisition for regional television
stations, to coordinate their planning and programm ng processes, and to
share news coverage

Cable and Satellite TV

1.2 million Spanish homes (about ten percent) have either cable or satellite
TV. O these, the majority, 790,000, have sonme kind of satellite system
whil e the renmmi nder have cable. Last year’'s estinmated growth in cable and
satellite was 150,000. At present, there are only 12 local cable outlets in
all of Spain. Under current |aw, the national government shares |icensing



responsibility with provincial and nunicipal governnents. Non-European
investnment is linmted to 25 percent.

Anal og satellite television (carrying European, Amrerican, and M ddle Eastern
stations) is available in Spain. The nost w dely-viewed prograns are carried
on Astra and the Spani sh-owned Hi spasat satellites.

Digital direct-broadcast satellite television has the capacity to deliver a
| arge number of high technical-quality channels to a very snall antenna,
owned by the viewer (and the strongest alternative to w despread devel opnent
of cable TV). It is Spain’s nost prom sing chance to rapidly inprove its
domestic television system |In July 1998 Spanish-led nultinedia groups Via
Digital, led by Tel ef6nica and RTVE, with over 300,000 subscribers; and Canal
Satélite Digital, led by the PRI SA subsidiary Sogecable, with over 500, 000
subscri bers, signed an agreenent to create a common “digital platform”
Three nonths later the two conpani es broke their agreenment due to di sputes
over rights to football matches. Mbst experts believe that Spain can
financially support only one platformand that only one group will energe
victorious.

RADI O Al nost sixty percent of Spaniards listen to radio every day, nost
(two-thirds) to FM  Spain has 16 networks, 811 FM stations and 129 AM
stations. Peak |istening hours are early in the norning and | ate at night.
The | eading radi o prograns, based upon audi ence, are the tal k shows "Hoy por
Hoy" with Ifaki Gabilondo on Radio SER (1, 886,000) and "Protagonistas" wth
Luis del O nm on ONDA CERO Radio (1,524,000), followed by “La Mfiana” with
Luis Herrero on Radi o COPE(1, 384, 000) and "Buenos Dias" (1,194,000) wth
Carlos Herrera on RNEl. The principal radio networks are:

Audi ence
SER (private - PRISA) ........ .. 4,109, 000
COPE (Catholic Church) .......... ... .. ... .......... 2,846, 000
RADI O NACI ONAL (government) . ...........c..ouuineun... 2,029, 000
ONDA CERO (private) .......c.ouiii i 1, 965, 000

PRESS: Thirty-eight percent of Spaniards read a newspaper every day, but
circulation of the major national dailies is declining. Over 140 different
dailies (mainly local) plus seven supplenents are published in Spain. In
Madrid, five major daily newspapers and three economnic/financial dailies
carry international and national coverage from correspondents, the mgjor
world wire services and the three Spani sh news agenci es, one of which is the
gover nnent - owned EFE service. Most of the Madrid dailies have U. S. -based
correspondents. The Madrid dailies are:

Title Circulation
EL PAIS (liberal-left) 440, 628
ABC (conservative) 310, 670
EL MUNDO (centri st) 284,519
DIARI O 16 (centrist) oo
LA RAZON **4,000
EXPANSI ON (econoni ¢) 54,426
ClI NCO DI AS (econonmi c) 26, 655
GACETA DE LGOS NEGOCI OS (economi c) 12, 886

*No figures avail abl e.
**Circul ati on esti nmat ed.



The three mmj or Madrid-based news agencies are: EFE, Col pi sa and Europa
Press.

Barcel ona has three daily newspapers. Each have their own correspondents in
the U.S. and receive international coverage fromthe international wire
services and the three news agenci es headquartered in Madrid. Barcelona
dailies:

Title Circul ation
LA VANGUARDI A (independent) ............ ... ... 210, 012
FEAUE BNCE oo 588, 000
EL PERI ODI CO (center-left) ......... ... ... .. ........ 207,772
AVU (Catal&n/nationalist) ............ ... ... ........ 34, 156

PERI ODI CALS: Fifty-five percent of Spaniards read at |east one mamgazi ne
regularly, but circulationis in decline. Mre than two thousand different
magazi nes are published in Spain. Sone of the nore inportant are:

Title Circul ation
HOLA (celebrity/social) ....... ... .. .. . . . . . . . . . .. ... 627,514
TIEMPO (left-independent) ............... ... .. ....... 81,972
TRIBUNA (independent) ............ .. .. ... * 60, 000
CAMBIO 16 (centrist) .......... ... .o iiiiiiiinnnn... * 51, 000
EPOCA (conservative) . ...... ... 39, 509
DI NERQO( economi c/ conservative) ........... ... 10, 136
ACTUALI DAD ECONOM CA (econoni ¢/ conservative) ........ * 22,252
POLI TI CA EXTERIOR (foreign affairs binonthly) ....... * 12,000

*Circul ati on esti nat ed.

U. S. NON- GOVERNMVENT CORRESPONDENTS AND MEDI A REPRESENTATI VES: The Associ at ed
Press, AP/ Dow Jones, Bridge News, Reuters, and Bl oonberg Busi ness News have
full-fl edged bureaus in Spain. Tine, Newsweek, The New York Tines, The M am
Heral d, USA Today, and The Wall Street Journal are also represented in
Madri d. Anong broadcast nmedia, CBS, ABC, and CNN are all represented by
stringers; the AP bureau includes the television operation APTN

Product Pricing/ Paynent Terns

Pricing practices in Spain are simlar to those of the United States,

al t hough mark-ups tend to be slightly higher. Products and services in Spain
are subject to a Value Added Tax, which is presently 16 percent. A reduced
rate of seven percent is applied to the sale and inports of hunman or ani nal
foodstuffs, water, agricultural chenicals, pharmaceuticals for animal use,
medi cal and health products, nopeds, personal dwellings, hotel and restaurant
services, transportation services, agricultural services, street cleaning
services, entertainnent services, building and construction services, nedica
services and funeral services. A further reduced rate of 4 percent is
applied to bread, dairy products, eggs, fruits and vegetabl es, books and
newspapers, pharmaceuticals for human use, vehicles and nmedical itens for
handi capped peopl e and vehicles for public transportation. VAT is not

i mposed in the Canary Islands, Ceuta and Melilla. The General Indirect
Canarian Tax of 4.5 percent is inposed in the Canary |slands.



Payments are usually based on 30, 60 or 90 day terns. Large corporations
(including large retailers) negotiate or inpose |arger paynent terns that can
last up to six nonths. The government defers all paynments. Depending on the
departnent, payments can be deferred up to one year. Product pricing nust

al so include the necessary financial charges.

Conpanies in the United States al so need to be "Euro-ready" as Spain is one
of the eleven countries initially participating in the European Mnetary
Uni on. Depending on their size and the requirenments of their custonmers and
suppliers, US. firns may be required to start quoting prices in |loca
currency and Euros as of 1999.

G ven that the Euro will be available as a physical currency in 2002, nost
consuner products should see a sl ow phase-in period as retailers invest in
ei ther duplicate cash registers or nodify their pre-existing cash register
systens to include the new currency. Conpani es who engage in el ectronic
comrerce will need to | ook at nodifying their web sites to reflect doing
busi ness in the new currency.

Sal es Servi cel/ Cust oner Support

Demand anong Spani sh consuners for sales and customer service is grow ng.

Al'l technical products and nost consuner products have sal es service/custoner
support. Regulations require that sales service be avail able for governnent
procurenent.

Cust onmer support is not as developed as it is in the United States. Mny
shops have no return policies. Only |large departnent stores and new
retailers (usually foreign) have liberal return policies simlar to those in
the United States.

Selling to the Gover nnent

In Spain, all levels of adnministration (the Central Governnent, Autononous
Conmunities. Local Minicipalities and Conpani es that have over 50 percent
gover nnent ownership) have to foll ow certain procurenent practices
enconpassed in Law 13/1995, "Contracts Wth Public Adm nistration", published
in Novenber 19, 1995.

The Authorities that are allowed to contract or obligate funds on behal f of
the Governnent are:

Central Government: Mnisters and State Secretaries
Aut ononobus Communi ties: Legal representatives as established by the
| ocal government (usually a menber of the cabinet)

* Local Municipalities: The Mayor or any other formally designated
of ficial

* St at e- owned conpani es: The Chi ef Executive Oficer

Furt hernore, any contract over two billion pesetas (USD 13.7 nillion at

current exchange rates) requires approval by the Council of Mnisters
(Executive Cabinet).

Al'l potential suppliers to the Spanish Governnent (both foreign and donesti c)
need to register with the Mnistry of Econony, in the "Registro Oficial de
Contratistas". Any conpany that can prove economic/financial as well as
technical solvency is eligible to contract with the governnent. A conpany
can denonstrate its econom c/financial solvency by proving the security of



financial risks, shares, business balances and cash flows, and by stating its
gl obal busi ness obligations. Technical solvency can be established by nmeans
of acadenmic titles, experience, description of work done in the past five
years, and via machine, materials and technical equi pnrent at the conpany’s

di sposal for the conpletion of the work.

There are three different types of contractual proceedings: Open, Restricted
and Negotiated. In open proceedings, all opportunities are published and
open to all interested conpanies. It is nore difficult for foreign conpanies
to participate in restricted proceedings. Between five and twenty conpani es
are invited to present their docunmentation for evaluation and, upon
conpletion of this process, qualified conpanies are invited to bid.
Negoti at ed proceedings are even stricter. No |less than three conpanies are
invited to bid and invitations are presented based on known qualifications,
so docunentation is not necessary. |In certain situations, urgent or
energency proceedi ngs may be necessary and will follow different rules.

Gover nment agenci es can al so pre-qualify conpanies and invite themfor a
restricted procurenment. Although, this is a practice that governnents often
use for mlitary and other sensitive procurenent, it can also be applied in
the environnmental technology field. Foreign and donmestic conpani es can be
pre-qualified and invited to participate in restricted procurenent projects.

Al'l requests for proposals nust be published in the "Bulletin Oicial del
Estado" a publication simlar to the Federal Register. Invitations to bid on
governnent contracts are published at |east 26 cal endar days before the due
date of bids. In addition, all contracts above USD 4.5 million are published
at | east 40 cal endar days before the due date of bids in the European
Communi ty Bul |l etin.

The procedure to bid for a specific tender is relatively straightforward.
Al'l proposals are kept secret and nust be acconpani ed by proper
docunmentation. This information should include:

(1) Accreditation of the |legal representati on used by the conpany

(2) Proof of econonic, financial, technical or professional solvency and
competence plus a declaration that the company is not prohibited from
contracting

(3) Provisional guarantee nmust be accredited to prove it has been deposited
(4) For foreign conpanies, formal acceptance of the jurisdiction of the
Spani sh courts if necessary (Spanish |legal representation is required)

(5) Accreditation of having net all fiscal and social security obligations

Forei gn conpani es wishing to contract with the Spani sh governnent need to
validate all certifications with the Spanish Consulate. It is possible for
foreign conpanies to be involved in the negotiated and restricted procedures
if qualified. According to local law, all foreign firms nust have a | ega
presence in Spain (formal agency agreenent, distributor, branch office or
subsi di ary) before bidding on contracts. Anerican conpanies al so have to
accept the jurisdiction of Spanish courts in |egal issues that may result
froma contract with the Spanish Government. |In case of disputes, the
Spani sh national and | ocal governments will only recognize Spanish courts.
Arbitration procedures are not accepted.

Aneri can conpanies interested in bidding for a contract with the public
adm ni stration nmust contact Spain's Enbassy in Washington DC, to docunent
their conpliance with the norns.

Enbassy of Spain



Commerci al Service

2558 Massachusetts Ave. N. W
Washi ngt on, DC 20008- 2865
tel: (202) 265-8600

fax: (202) 265-9478

Protection against |IPR Infringenent

Spain is a signatory to the Paris Convention for the Protection of Industria
Property. The Spanish Patents Act of March 20, 1986, brought Spain into
conformty with the European Patent Convention and the anticipated E U

Pat ent Convention as a requirenent for its entry into the E U Both the
Trademar k Law of Novenber 1988 (Law 32) and the Intellectual Property Law
1750/ 87 address protection for brand nanes and trademarks. Spain is also a
party to the Madrid Agreenent on Trademarks. These laws follow E. U.
standards. The Intellectual Property Law of November 1987 offers copyright
protection.

a) Patents

A non-renewabl e 20-year period for working patents is available, if the
patent is used within the first three years. Spain is revising its patent
|l aws for chem cals, pharmaceutical, and biotechnology to conformw th E U
st andar ds.

b) Industrial Designs

Known by their formor external characteristics, industrial designs are
eligible for exclusive exploitation for renewabl e periods of 10 years.

Al though third parties nmay oppose registration on the basis of simlarity to
al ready registered nodels, registration is not forfeited because of non-use.

c) Trademarks

The Industrial Property Registry provides protection of trademarks for a
10-year period fromthe date of application. Trademarks nust be registered
for protection and nay be renewed. Protection is not granted for generic
nanes, geographic nanes, those that violate Spanish custons, or other

i nappropriate tradenmarKks.

d) Copyrights

The | aw extends copyright protection to all literary, artistic, or scientific
creations, including conputer software. Spain and the United States are
menbers of the Universal Copyright Convention. For protection, U S. authors
must register with this organi zation

The O fice for Harnonization in the Internal Market (OHM for the
registration of community trademarks in the European Union started its
operations in 1996 and has its headquarters in Alicante:

Oficina de Arnoni zaci 6n del Mercado Interior
-Ofice for Harnpnization in the Internal Market-
Aveni da Aguilera, 20

03080 Alicante

Tel : (3496) 513-9100

Fax: (3496) 513-9173



Need for a Local Attorney

For ei gn conpani es and individuals are advised to acquire | egal advice for any
compl ex busi ness transaction that they intend to do in Spain. A loca
attorney can help set up either a subsidiary or a branch, carry out business
transactions, represent a conpany in government contracts, or find residency
in Spain. Regulations are conplex and | egal help nmay be useful in nmany
conmerci al activities

A list of attorneys may be obtained fromthe U S. Enbassy Consul ar Section or
fromthe Conmercial Service (CS) offices in Madrid or Barcel ona. (For contact
i nformati on, see Appendix E)

Perform ng Due Diligencel/ Checking Bona Fides of Banks/ Agents/ Custoners

CS Spain discontinued its International Conpany Profile service as adequate
comrercial information and financial reporting are available at a reasonabl e
cost fromthe private sector. Local Chanbers of Conmerce usually provide
this type of services. Dun & Bradstreet has offices in Spain |ocated at

Sal vador de Madariaga, 1 22, 28027 Madrid, Tel: 34-91-377 9100, Fax: 34-91-
377 9101. A complete list of credit reporting agencies nay be obtained from
CS Spai n.

V. LEADI NG SECTORS FOR U. S. EXPORTS AND | NVESTMENT

Best Prospects for Non-Agricultural Goods and Services

Li st of Best Prospects:

Tel econmuni cati on Servi ces

Pol I uti on Control and Water Resources Equi pnent
Franchi si ng

Tel ecommuni cati ons Equi pnent

Medi cal Equi pnent

El ectric Power Systens

Aut onotive Parts and Accessories

E- Commer ce

Aircraft and Parts

10. Architectural/Construction/Engi neering Services
11. Organic Chenmicals for the Pharmaceutical |ndustry
12. Paper and Paperboard

13. Industrial Controls

14. Conputer & Peripherals

CoNonA~ONE

Sector rank: 1
Sect or nane: Tel ecommuni cati ons Servi ces
| TA I ndustry Code: TES

The tel econmuni cations service market in Spain is boonming, driven by the
recent l|iberalization conpleted on Decenber 1, 1998 and the general recovery
of the Spanish econony. Ranking ninth in the world, the Spanish

t el econmuni cati ons sector has shown record growh in the cellular phone and
Internet application subsectors and in digital networks and associ ated
technol ogi es. Tel efonica ranks 10th worldwi de, including its South American
operati ons.



The market values in the table below (with services totaling over USD 14
billion in 1999) reflect the creation of new operators and their significant
investment in the devel opnment of alternative networks to the forner state-
owned nonopoly Tel efonica. Though the tel ecom services sector does not
currently rank within the top 20 exports to Spain (according to official U S
Governnent statistics), it holds trenendous potential. The sector is grow ng
exponentially with services expected to increase at a m ni num of 13 percent
per year. These figures may increase due to projected increases in services
such as e-conmmerce

Since liberalization, the Tel ecormunications Market Conmi ssion (Spanish FCC
type body) has awarded nore than 25 different types of |icenses dependi ng on
the services to be provided.

Wth new entrants in the fixed tel ephony nmarket, Tel efonica has had to face

i ncreased conpetition. At the end of 1998, Retevision, the second fixed

t el ephony operator, gained eight percent market share. 1In 1999, Retevision's
mar ket share was approxinmately 13 percent. On Decenber 1, 1998, a new
operator, Lince, entered the market. Under the UNI 2 trademark, Lince's
projected investnent is expected to be approximately USD 1.3 billion over the
next ten years. By 2008, this operator expects to gain 7.5 percent of total
mar ket share

The major cellular operator in Spain is Tel efonica’s GSM servi ce, Myvistar
with 5.9 mllion subscribers. A second operator, Airtel Mvil (associated
with the U S. cellular tel ephone conpany Airtouch) began operating in 1995
and currently has nearly 2.7 million subscribers. |In January 1999, a new
entrant, Retevision Mviles, began operating in the nobile market. Under the
Amena trademark, Retevision has reached 1.26 percent of total market share.
The three operators conbined have 8.7 million users including nore than

800, 000 subscri bers of anal ogue ETACS service users (Telefonica' s Mviline).
Initially, the Retevision DCS operator will be able to roamon the other
networks to make up for its lack of infrastructure in conparison with

Tel efonica and Airtel. Retevision Moviles will use its conpetitors' networks
until 2000. During this time, Retevision Moviles will install GSM 1800
systemplatforns to build up their own nobile networks.

Recent reports indicate that the Mnistry of Devel opnent will tender the
third generation (UMIS - Universal Mdbile Tel econmuni cati ons Systen) |icenses
in 1999. The UMIS will be operational by January 2002. Industry experts
expect that the Governnent will probably award the license to Lince, a group
headed by France Tel ecom

O the forty-three cable demarcations, ten operators are currently providing
cable services in Spain. Telefonica is also substantially increasing its
cabl e projects. According to Spanish |egislation on cable

t el econmuni cati ons, Tel ef oni ca cannot provide cable services for 24 nonth
since 1997 so this noratoriumw ||l be over in 1999. Cable operators in Spain
have commtted to invest over USD 6.7 billion to devel op the cable sector
Recently, cable operators requested that the noratoriuminposed on Tel efonica
(regarding the date when the forner-state conpany may begin operating) be
extended. Additionally, the Mnistry of Devel opnment approved an

aut hori zation to allow Tel efonica to devel op ADSL (Asymetric Digita
Subscriber Line) infrastructure. According to the Mnistry of Devel opnent,
ADSL woul d increase Internet access quality.

Two digital satellite TV platforns have benefited fromthe delay in cable
t el econmuni cati ons, one backed by Telefonica (Via Digital) and the other by



the substantial Spanish Sogecabl e Cormuni cations Group. Tel efonica has
recently increased its stake from53.9 to 68.6 percent in Via Digital
Sogecabl e owns the Canal Plus pay terrestrial TV channel. Retevision, Onda
Digital's major sharehol der, has recently won digital terrestrial television
t ender.

The Internet market is booming with nore than 300 Internet Service Providers

(ISP) in the market. |Industry experts agree that follow ng the market boom
many small |1SPs will be acquired by large groups already established in the
mar ket, especially now that tel ecomoperators will offer free internet

access. Voice applications over Internet are al so becom ng best prospects in
Spai n and nany foreign conpani es are considering entering the Spani sh narket.
Estimated figures on Internet users for 1999, 2000 and 2001 are 3.6 mllion,
5.75 million and 8.75 million users, respectively.

There are still many issues pending to fully conplete the liberalization
process in Spain such as pre-selection and nunber portability between
operators. These issues will help determ ne how conpetitive new operators
will be in the recently-liberalized market.

Dat a: (Al figures in USD nillions)
1997 1998 1999*

A. Total sales: 12, 159 13, 065 14, 894
B. Total sales

by local firns: 12,943 14, 321 15, 839
C. Sal es abroad

By local firns: 3, 357 4,816 6, 886
D. Local Sales 2,573 3, 560 4,923

By foreign firns:
E. Sales by U S. owned firns: 651 1, 068 1,794
F. Exchange rate: $1= 146 149 155

* The above statistics are unofficial estimates.

Rank of Sector: 2
Name of Sector: Pollution Control and Water Resources Equi pnent
I TA I ndustry Code: PCL/VWRE

Resources allocated during recent years confirmthat Spain is increasing
investnment in this sector. According to the Spanish Mnistry of Industry &
Energy, Spain's investnent in the environment increased six fold in four
years, from USD 506 nmillion in 1990 to USD 3 billion in 1994. E. U nenbers
basically doubled their total investnents in the environment for the same
period (fromUSD 21 billion in 1990 to USD 54 billion in 1994). In 1998, the
Governnment of Spain spent approximately USD 1.5 billion on projects to
address environnmental concerns. The Spani sh Governnent’s esti nated

envi ronnmental budget for 1999 is USD 1.6 billion

Specific plans and projects at the national, regional and | ocal |evels
support Spain's environmental policy. The Spanish Mnistry of Industry
provided the followi ng data on the main Spanish National Plans in the
envi ronnment al sector



Estimated i nvestnent for the National Plan for Dangerous Waste (1995-2005)
USD 1.4 billion (25 percent to be provided by the Mnistry of Environment to
the regi onal governments through bilateral agreenents).

Estimated i nvestnment for conpleting the National Plan for Soil Renediation
(1995-2005): USD 1 billion (50 percent to be provided by the Spanish Mnistry
of Environnment to the regional governments using its budget or Cohesion
Funds. In 1992, under the Maastricht Treaty, Cohesion Funds were established
to prepare for the Econom ¢ and Monetary Union in Europe. This noney was
designated to boost environnental and transport projects in countries whose
per capita incone is under 90 percent of the community average in order to
bring themup to the standards of the other nenbers. At the tinme, 15.15
billion ECUs (approximately USD 13.8 billion) were earnarked in the fund to
be used in Spain, Portugal, Ireland and Greece between 1993 and 1999 (seven
year period), increasing fromECUI|.5 billion (approx. USD 1.37 billion) in
1993 to nore than ECU 2.6 billion (approx. USD 2.37 billion) in 1999. This
figure could nove up or down, depending on the nunber of proposals presented
by the nenber governnents for funding and the nunber of projects approved by
the E.U.  The above figure is an estinate based on E. U. reports.

Estimated investnent for the National Plan for Waste Water C eansing and
Treatnent (1995-2005): USD 14.4 billion (the Environmental Mnistry will
provi de 25 percent through the year 2005 to the regional governments fromits
central budget or fromE. U Cohesion Funds).

Conpl etion of the Infrastructure Master Plan of the Spanish Devel opnent

Mnistry calls for a total investment of USD 147 billion. It is expected to
be conpl eted by the year 2010 and presents inportant opportunities in the
environnmental sector as well, specifically for waterworks, with specia

interest in the redistribution of water throughout Spain's territory and the
upgradi ng of environnentally degraded areas.

Demand for equi prent, technol ogy and services is high fromboth the
governnent and the private sector. The Organization for Econonic Co-
operation and Devel opnent (OECD) estimates that Spanish environmental public
and private investment needs to increase up to USD 4.8 billion a year in
order to attain the present E. U environnental protection level, by the year
2005.

Aneri can busi nesses can bid on governnent contracts but nust be prepared to
face stiff conpetition fromE. U conpanies. U S. firns interested in bidding
on Spani sh environmental projects should be present in Spain either directly
t hrough subsidiaries or branches or indirectly through distributors or
representatives.

Spain fully conplies with all E. U environmental directives issued since
1993. In addition to the central governnent, there are 17 Spani sh aut ononous
or regional governments, which issue environmental |aws and regul ati ons that
are nmandatory for their territories. The regional governments incorporate

| aws issued by the central governnent as well as E. U directives.

Through the Mnistry for Environment, the government inposes fines on
contaminating industries. These penalties force Spanish industries to | ook
for environnentally safer technol ogies and pollution control equipnent to
treat emi ssions and industrial waste. As a result, increased opportunities
exist for U S. environnental conpani es over the next eight years.



The Spanish Mnistry of Industry expects an investnent of over USD 14 billion
in the environment by Spanish industry to the year 2000. The sectors that
require the largest investments are the chem cal and energy industries, with
21.5 percent and 19.2 percent, respectively. The basic industry segments
(steel and non-ferrous netallurgy) will experience the |argest increase,
conmposing 12.1 of the total investnent forecast. Textiles will invest 6.2
percent, construction 5.6 percent, autonotive 3.9 percent, mning 3.4
percent, and other industries 28.1 percent.

The follow ng treatnent equi pnent offer best sales prospects for U S firns
in the Spanish market: Waste thermal treatment plants (incinerators) (HS
8417.80); Water filtering or purifying nachinery and apparatus (HS 8421.21);
I ndustrial waste treatnent/recycling plants and equi pnrent (HS 8479). Since
there is a large variety of pollution control and water resources equi pnent
and parts, inport duties fromthe U S. cannot be determ ned unless the
specific equipnent is known. Duties are based on a case-by-case basis.

Dat a: (AI'l figures in USD mllions)
1997 1998* 1999*
A. Total market size: 11, 420 12,562 13,190
B. Total I|ocal production: 8, 600 9, 460 9, 933
C. Total exports: 980 1, 268 1,331
D. Total inports: 3,800 4,370 4,588
E. Inports fromthe U S.: 1, 375 1,718 1, 803
F. Exchange rate $1: 146 154 155

* The above statistics are unofficial estimates.

Rank of Sector: 3
Name of Sector: Franchising
| TA Industry Code: FRA

There are over 676 franchises in Spain with nore than 26,900 outlets, which
account for approximately 6.5 percent of total retail sales. It is
forecasted that franchises will account for 7.5 percent of all Spanish retai
stores by the year 2000. Around 70 percent of franchises are Spanish

foll owed by Anerican (11 percent), French (10 percent), Italian (4 percent)
and British (2 percent).

Franchising is nost popular in the restaurant/food business with 11.2 percent
of total franchised retail outlets, distribution/self-service sector, with
10. 2 percent and textile/fashion with 9.5 percent.

For small, traditional retail stores, franchising provides a nmeans to conpete
with larger stores. In large urban areas, small retailers have few
traditional options. Previously, small entities had to specialize, associate
with other retailers, or close. Franchising offers thema safe and pronising
new opti on.

Donmestic statistics show that of every five new independent retail operations
opened each year, three to four either change business, ownership, or close
before their first anniversary. The sane survey shows a different outl ook
for franchised outlets. For exanple, four out of five franchises renmain open
and are still working with the sane brand and pronoter after their first

anni versary.



In the last two years, franchising has grown rapidly. Since 1994, the nunber
of master franchises has increased from250 to 690. Recession has helped to
fuel the demand for franchi sing because job displacenent has created a | arge
pool of trained professionals who are willing to invest their unenpl oynent
indemity in the purchase of a retail franchise. Now that Spain's recession
is over and the econony is in an expansion cycle, franchise outlets are
benefiting fromincreased consuner demand which is triggering a new surge in
franchi se busi ness devel opment.

Dat a: (AI'l figures in USD mllions)
1997 1998 1999*
A. Total sales: 5, 900 7,150 8,120
B. Sales by local firns: 4, 660 5, 550 6, 090
C. Sales by local firms abroad: ** - - -
D. Sales by foreign owned firns: 1, 240 1, 600 1, 930
E. Sales by U S. owned firns: 650 850 900
F. Exchange rate $1: 146 149 155

* The above statistics are unofficial estimates.
** | nformati on not avail abl e

Sector rank: 4
Sector nane: Tel econmuni cati ons Equi prent
| TA I ndustry Code: TEL

Spai n ranks anmong the top 20 inporters of tel ecomunications equi pment from
the U S. Anerican technology is highly regarded in Spain as the U S. market
is considered to be at the forefront of change and innovation. Spanish

tel ecom operators entering the market and Spanish telecomactivity today are
simlar to those in the U S. after the enactnment of the Tel econmuni cations
Act of 1996. Tel ecommuni cations equi prent ranks number four in U S. exports
to Spain according to U S. Government sources

Many U.S. manufacturers are established in Spain, sone with their own
manufacturing facilities, but all face strong competition fromE. U
competitors - notably France, Germany, ltaly, the U K and Scandinavia. In
addi tion, Japan continues to maintain a fornidable market presence.

Local and national operators will nake |arge investnents in network
infrastructures as nunmerous telecomlicenses have been granted since the end
of 1998. Retevision, Lince and the niche operators will invest over USD 2
billion in the sector during the next five years, in addition to Telefonica's
const ant expansi on and noderni zation of its network.

I nternet technology and e-comerce rel ated hardware and software are hot
prospects in Spain. DCS-1800 digital cellular infrastructure will bring
about major sales in this sector during the next few years. Anena, Movistar
and Airtel will nmake huge investnents in DCS-1800 digital cellular

i nfrastructure

In terms of Spanish inports, U S. tel ecomunications equi pnment exports to
Spain rank second with 25 percent following E U countries that represent 44
percent of the total market of approxinmately. Best prospects are for cable
equi prent (HS 8525** to 8528**) and wirel ess equi pment (HS 8518**, 8527** and



8525**)., Duties |levied on tel econmuni cations equi pnent range from0.9 to 14
percent.

Al'l equi prent nust be CE marked, and in sone cases be certified in Spain if
it is to be connected to the (Public Switching Network) or use the
el ectromagnetic spectrum for transm ssion

Dat a: (Al figures in USD nillions)

1997 1998 1999*
A. Total market size: 3,184 3,678 4,082
B. Total |ocal production: 3,154 3,544 3,969
C. Total exports: 1,271 1, 369 1,474
D. Total inports: 1, 301 1, 503 1, 727
E. Total inports fromU.S.: 458 601 793
F. Exchange Rate: $1 = pesetas: 146 149 155

* The above statistics are unofficial estinates.

Rank of Sector: 5
Nanme of Sector: Medical Equi pnent
| TA I ndustry Code: MED

The mar ket for nedi cal equi prent depends heavily on inports, which represent
approxi mately 80 percent of the total nmarket. U.S. nedical equipnent is

hi ghly regarded by Spanish MD s and domestic inporters/distributors. The
US. is the main supplier to Spain with approximately 25 percent of total

i mports. Purchases of nedical equi pnent are nmade predom nantly by public
health care sector institutions (85 percent). The private health care sector
conprises the remai ning 15 percent. Mbst public health care sector purchases
are nade by public hospital tenders. However, pre-selection anong conpeting
conpanies is a step made prior to the open bid. During this pre-selection
peri od, the supplying conpanies present to the hospital the description of
their products and their prices. After reviewing the proposals, the hospita
aut hori zes the final selection and chooses a few conpani es, which are
considered to be nost suitable. The final purchase decision is nade from
these selections. |In the private sector, tenders are not used. Normally,
private hospitals select a snmall nunmber of suppliers fromwhomthey make
direct purchases. Because of these procedures, foreign and U S. conpanies
are encouraged to have either a Spanish distributor or their own branch in
Spai n.

A requirement for nost tenders is that the nmedical devices have the EC Mark.
Thi s mark became conpul sory in June 1998. This requirenment neans that many
products, which had been registered in previous years in Spain, when the EC
Mark was non exi stent, now need to be reregistered follow ng the new E. U
Directive. The registration can be done in any E. U country, including
Spain. The registration process has been reduced from 12-14 nonths to 6-8
months. Also, a positive inprovenent has been nmade in terns of paynents by
hospitals, which in the past had taken up to 18 nonths, and now whi ch have
been reduced to 6-8 nonths in nost cases.

As a consequence of the devel opnent of the E. U market and the inplenentation
of the EC Mark, many U. S. conpani es have been centralizing their

manuf acturing and i nport operations into one single country from where they
register and distribute their products to the rest of the E.U  This practice



di sguises real U S. inports to Spain which are credited to the country from
where distribution takes place. The narket for medical products is expected
to grow at an average of five percent over the next three years. The
domestic industry is growing slowy and, as a result, cannot keep pace with
growi ng demand. Consequently, domestic suppliers’ share of the market is
decl i ni ng.

Dat a: (Al figures in USD nillions)

1997 1998 1999*
A. Total market size: 1, 880 1,975 2, 050
B. Total |ocal production: 330 345 350
C. Total exports: 90 100 110
D. Total inports: 1, 640 1,730 1, 815
E. Inports fromthe U S.: 570 610 645
D. Exchange rate $1: 146 149 155

* The above statistics are unofficial estinates.

Rank of Sector: 6
Nanme of Sector: Electric Power Systens
| TA I ndustry Code: ELP

The nost significant acconplishnment in the power generation sector in Spain
has been the inplenmentation of Law 54/1997, which paves the way for electric
liberalization. This |aw inplenents European Commi ssion Directive 92/96 for
the internal electric market, and was published in Novenber 1997. It
initiated the deregul ation of Spain’ s power generation and distribution
market. This new | aw establishes the freedomto build power generation
facilities, creates a conpetitive electricity nmarket, and sets a gradual tine
franme for the liberalization process, which began January 1, 1998. The
process of de-regul ati on has brought major changes to the electricity sector
Currently, large consuners can shop around for electricity. The process wll
be conplete in 2007, when every consumer will be permitted to buy electricity
freely on the open narket.

Al though there is a surplus of power generation capacity in Spain, nost of it
is derived from expensive fuel-o0il power plants. Electric utilities and

i ndependent power producers plan to construct up to ten natural gas conbi ned-
cycle power plants from 1998 to 2003. Total investnents are estimated to
reach USD 2 billion. This investnent will surely increase demand for

el ectric equipnent fromthe U S

The val ue of the electric power generation and transm ssion equi pnent market
totals an estimated USD 1.78 billion (this does not include power generation
or distribution). Inports amount to an estimated USD 966 million

Four | arge power generation conpanies, all of which are private, dom nate the
Spani sh power market. However, three foreign firns already have plans to
buil d power plants and over 20 non- Spani sh conpani es have shown interest in
entering the market as power marketers.

El ectrical installations in Spain operate on 50-hertz cycles, while power is
supplied to 125V and 220V (single phase) and 125V, 220V and 380V (triple
phase).



El ectrical equipnent falls under HS code 8501 and has a tariff rate between
3.6 - 6.2 percent. There are no quotas or barriers on electrical equipnent
inmported fromthe U S. Although simlar inport duties apply for nost
renewabl e energy equi prent, duties should be checked on a case-by-case basis.

Dat a: (AI'l figures in USD mllions)
1997 1998* 1999*
A. Total market size: 2,030 2,170 2,278
B. Total |ocal production: 1, 600 1, 700 1,785
C. Total exports: 230 250 262
D. Total inports: 660 920 966
E. Inports fromthe U S.: 390 510 535
F. Exchange rate $1: 146 149 155

* The above statistics are unofficial estimates

Rank of Sector: 7
Narme of Sector: Autonotive Parts and Accessories
| TA I ndustry Code: APS

Spain currently ranks as the third | argest autonobile manufacturer in the
E.U with 2.2 million units, having surpassed the UK (with 2.0 mllion
units), yet following France (with 2.3 mllion units) and Germany (with 5.1
mllion units). In 1998, industry reports indicated that Spain finished the
year as the fifth | argest autonobile manufacturer in the world, surpassing
Korea. Only the United States, Japan, Gernmany and France produced nore

aut onobi l es than Spain in 1998.

In 1998, Spain produced 2.2 million autonobiles, exported 1.8 million

aut onobi l es and saw 1.2 new regi strations. |t was a record-breaking year
surpassed the historical nmarket figures reached in 1989. As one of the
worl d’ s maj or autonobile suppliers, it exports eight out of ten autonobiles
it manufacturers (to Europe and other parts of the world). 1In 1998, 5.6
percent of all autonobiles manufactured in the world came from nmanufacturing
pl ants in Spain.

As a result of its direct relation to the |ocal autonobile manufacturing

i ndustry and the increasing growth in sales within its | ocal autonobile

mar ket, the autonotive parts and accessories sub-sector has experienced

i mportant changes and becone one of the strongest and nost dynamic sectors in
t he Spani sh econony.

Four key factors will lead to strong denand for autonobiles and aut onobile
parts and accessories in the future: (1) The ratio of autonobiles to drivers
in Spain, which is lower than the E U average. The average numnber of

aut onobi l es for every 1,000 people in the European Union is 400. Spain has
only 308 autonobiles for every 1,000 people. This ratio is expected to
increase until it nears the E. U average. (2) The large quantity of old
autonobiles in circulation, which will require replacenent parts. At
present, Spain has nore than 15 nmillion autonobiles in circulation, nore than
60 percent of which are over five years old. On average, Spaniards renew
their autonobiles every eight to ten years. (3) The "Prever Plan", a

gover nnent - sponsored program | aunched in April 1997 that gives autonobile
buyers who turn in their old autonobile a $533 sales tax rebate on the
purchase of a new autonobile. It is expected that this plan will lead to a



medi um and |l ong-termincrease in the nunber of autonobiles in circulation and
in the demand and sal e of auto parts and accessories. During the 1997-1998
period, it was estinmated that approximately 200,000 autonobiles canme into
circulation as a result of the "Prever Plan". (4) Lastly, Spain has fast
becone increasingly receptive to new distribution channels as opposed to
traditional distribution channels. New distribution channels include auto
repair service franchi ses, specialized service auto shops, hypermarkets, etc.
The introduction of new types of outlets is causing the market to go through
many changes, thereby creating new opportunities for autonobile parts and
accessories manufacturers, as well as for new products to enter the market.

Two additional factors that will contribute to growth and new opportunities
in this market are the autonobile manufacturing and/or assenbly facilities in
Spain (nost nmajor world autonobile manufacturers are established in the
country, including Ford and General Mdtors), which will bring in origina

aut onotive parts and equi prent to assenbl e new vehicles; and the slow but
growi ng tendency of Spanish end-users to conduct regular repair and

mai nt enance services to their autonpbiles. Although both |local and foreign
conpetition is strong, U S.-nmade products are held in high regard due to
their high quality and durability.

Dat a: (Al figures in USD nillions)
1997 1998 1999*
A. Total market size: 2,280 2,508 2,758
B. Total local production: 1,988 2,186 2,404
C. Total exports: 988 1, 087 1,196
D. Total inports: 1, 286 1, 415 1, 557
E. Inports fromthe U S.: 156 172 189
F. Exchange rate $1 146 149 155

* The above statistics are unofficial estinates.

Rank of Sector: 8
Name of Sector: E-Comrerce
| TA I ndustry Code: TES

The E- Commerce sector, although still in the early stages, is considered to
be on the rise in the Spanish econony. It is generating a great anount of
interest with activity accounting for approximately USD 23 mllion in revenue
in 1998, an increase of 337 percent over the USD 5.3 million in revenue
calculated for 1997. This anount is estimated at USD 66 nmillion in 1999.

Large firms are taking the lead in the use of the Internet for sales to end-
users. El Corte Ingles, a |eading |uxury departnment store chain that sells
products fromjewelry to furniture to car equi prent, |aunched a nmajor

el ectronic commerce canpaign in April. It estinmates that it will soon be
selling up to 70,000 products on the net. The first effort includes two
virtual stores, a supermarket and a bookstore, with provision for additiona
virtual stores by the end of the year. The appearance of virtual malls with
a tendency towards specialization and access to an unlinited buying public
wi Il encourage many smaller firms to offer their goods and services on the
web.



In addition, virtual banking is booni ng and has been well-received by
Spani ards. Spani sh airline conpani es have begun to offer on-line services
for air travel

Yet, there is still a reluctance on the part of the vast majority of Spanish
citizens as they face different traditional purchasing habits and a | ack of
confidence in the Internet. O the 2.5 nmillion users in 1998 with access to
the Internet in Spain, only 20-30 percent nade on-line purchases in 1998.

The nunber is increasing, and shows that there are opportunities available in
this market.

Despite reservations, commercial habits are expected to continue changi ng
significantly in Spain over the conming years, not just because of the arriva
of E-Commerce but al so due to continuing econonic and social evolution. |t
is estimated that E-Comerce sales may reach USD 300 nillion by the year 2000
and as nmuch as USD 1.3 billion by 2001. Expectations in this area are

i npressive as all regular distribution firms and 50 percent of service
conmpanies will be selling their products via the Internet by 2002. Future
grow h will depend on the extent to which conpanies pronote the use of the
net and its numerous advantages and support provided by the Spanish

gover nnent .

* Precise statistics are unavail able due to the w dely varyi ng nunbers
associated with this new market. For a nore conpl ete description of E-
Conmerce and Internet activities in Spain, consult the market research
reports (IM, ISA etc.) generated by the U S. and F.C.S. Ofice throughout
Spain. These reports can be obtained from Export Assistance Centers

t hroughout the U.S. or accessed through the National Trade Data Bank (NTDB)
avai l abl e through 19 federal depository libraries.

Rank of Sector: 9
Nanme of Sector: Aircraft and Parts
| TA Industry Code: AR

The recent E. U. "open skies" policy has introduced conpetition into the
Spani sh air transport market. The liberalization of Spain's internal air
transport systemhas resulted in increased denand which creates opportunities
for U S. manufacturers and distributors.

Al so, the upconing privatization of |BERI A plus the nmerge of AVI ACO and
BINTER into the sane airline group is going to bring new opportunities for
U. S. busi nesses.

Several new airlines have started operations since January 1994, with even
nmore conpani es requesting airline licenses fromthe civil aviation
authorities. This results in an increase on the total nunber of airplanes
operating in Spain and a steady reactivation of the spare parts market. This
trend is expected to continue to grow as the underdevel oped regi onal markets
grow. Currently, local Spanish manufacturing suppliers are unable to neet

t he demands of production levels. These conpanies are forced to |ook to the
internati onal market for help. As a result, many Spani sh sub-contractors are
beginning to explore the possibility of international agreenents to neet

i ncreased denmand, offering excellent export opportunities for U S. conpanies.

To decrease operating costs, several airlines are considering operationa
| easing fromU. S. conpanies. This service market is expected to increase
dramatically in the short term



U S. aircraft manufacturers face conpetition from donestic conpanies (snall
aircraft) and from Airbus, which is not a conpany, but a joint-venture of
Eur opean conpani es.

Best prospects are for aircraft (HS 8801 & 8802) and parts (HS 8803). Duties
|l evied on aircraft range fromO to 7.7 percent. Parts range fromO to 5
percent duty. Engine assenbly (HS 8803.30) rates range fromO to 4 percent.

Dat a: (AI'l figures in USD mllions)

1997 1998 1999*
A. Total market size: 1, 620 1,785 1,982
B. Total I|ocal production: 345 370 407
C. Total exports: 25 25 26
D. Total inports: 1, 300 1, 440 1,598
E. Inports fromthe U S.: 1, 000 1,010 1, 060
F. Exchange rate $1: 146 149 155

*The above statistics are unofficial estimates.

Rank of Sector: 10
Nane of Sector: Architectural/ Construction/Engi neering Services
| TA I ndustry Code: ACE

Conpl etion of the Infrastructure Master Plan, which calls for a total

i nvestment of USD 147 billion, presents inportant opportunities for U S
architectural /engineering services firns. Mjor projects to be conpleted by
the year 2010, include: the nassive refurbishnent and revitalization of
Spain's airport system wth special enphasis on Madrid' s Barajas
International Airport; seaport and coast refurbishment; railway network

ref urbi shment and devel opnent, with enphasis on the devel opnent of the speed
train network; and hi ghway construction and nai ntenance. New and innovative
techni ques offered by U S. firns are held in high esteem but face strong
conpetition fromboth donestic (Spanish engineering firns are | arge and
internationally experienced) and foreign (mainly French and Gernan)
counterparts. It is advisable that U S. firnms enter this market sector in
association with a well-established I ocal firm

Dat a: (AI'l figures in USD mllions)
1997 1998 1999*
A. Total market size: 1, 155 1,212 1,272
B. Total I|ocal production: 808 848 890
C. Total exports: 254 266 279
D. Sal es by foreign owned conpanies: 624 655 687
E. Sales by U S.-owned firnmns: 231 242 254
F. Exchange rate US$1 146 149 155

* The above statistics are unofficial estimates.

Rank of Sector: 11
Name of Sector: Organic Chemicals for the Pharmaceutical |ndustry



| TA I ndustry Code: |1CC

The Spani sh pharmachenicals industry is one of the chenical subsectors which
experienced maj or market growh in 1997 (12 percent in peseta value; 1997
nmost recent year for which there are official statistics available). Wthin
this industry, fine chemcals for the pharmaceutical industry did
particularly well with a nmarket growth of 20 percent. Inports of fine
chemical s grew an unusual 60 percent as a result of the restructuring
processes of nultinational plants. Gven the inportance of Spain's
pharmaceutical industry, the need for fine chemicals is expected to increase.
Anti biotics and bl ood plasma are the two main inports. Spain is particularly
deficient in human bl ood plasma, and a growth in inports is expected to

conti nue.

Al nost 50 percent of the market for organic chemicals for the pharnmaceutica
i ndustry is produced donestically. The |leading foreign supplier is the

Eur opean Uni on, whose nenbers hold a 50 percent share of the inport narket.
In 1998, the U S. supplied 19 percent of total inports. GCher main suppliers
are Switzerland (10 percent of inports), China (6 percent) and Japan (5
percent). That year, U S. inports conprised about 8 percent of all inports
of antibiotics (HS2941) and 37 percent of all inports of blood plasna and
bl ood components (HS3002). U.S. exports to Spain of blood plasm and
components represent the bulk (80-90 percent) of all U S. exports of fine
chemicals to this market. Inports fromthe U S. are expected to grow an
average of 15 percent (in peseta value) per year over the next two years.

Dat a: (Al figures in USD nillions)

1997 1998 1999*
A. Total market size: 1, 828 1,773 1,834
B. Total |ocal production: 1,518 1, 560 1,577
C. Total exports: 652 461 515
D. Total inports: 962 674 772
E. Inports fromthe U S.: 106 129 142
F. Exchange rate $1: 146 149 155

* The above statistics are unofficial estinates.

Rank of Sector: 12
Nane of Sector: Paper and Paperboard
I TA industry sector code: PAP

The paper industry is an inportant subsector wi thin the Spanish chenica

i ndustry, one of the major sectors in Spain's econony. Paper production
represents seven percent of the Spanish chemical industry. Spain is the
fifth I argest European market for paper and paperboard with a total estimated
demand of 5.6 mllion tons and a growh rate of two percent.

The average expenditure per person for paper and paperboard in Spain reached
141 Kgs. in 1997. This is nearly three tines the average world paper
consunption per capita (estimted at 50 kgs. per person). The growth
potential is still considerable, however, as 141 kgs. are far fromthe E U
average of 180 kgs. per person

The Spani sh paper industry is the E.U |eader in the use of waste paper as
raw material. Approximately 75 percent of fiber pulp used by Spani sh paper



mlls comes fromwaste paper. In 1997, 2.3 nillion tons of waste paper was
collected in Spain (10.8 percent over the anmpbunt collected in the previous
year). This amount, however, is not sufficient to supply manufacturer’s
needs and 716, 400 tons of waste paper had to be inported in 1997 to cover
thi s denmand

| nports of paper and paperboard account for approxinmately 50 percent of the
market. Spain inported 2,821 netric tons of paper (valued at approxi mately
USD 2 billion) in 1997 (latest official figures). Finland is the main
supplier as Finnish paper prices are extrenely conpetitive and the quality of
their products very high. Inports fromthe U S. increased nearly 15 percent
in dollar value between 1997 and 1998 (from USD 101 million to USD 116
mllion). OGher nmajor foreign suppliers are Gernmany, France and Sweden.

Best prospects are for Kraft liner (HS 4804), which averages 84 percent of

U S. exports of paper and paperboard to Spain and witing paper (HS 4810),
whi ch shows consunption rates growi ng at an average of seven percent per year
during the last three years. Duties |levied on paper range from1l.5 to 8.2
percent.

Dat a: (Al figures in USD nillions)
1997 1998 1999*
A. Total market size: 3,071 3,392 3,351
B. Total production: 1, 980 2,142 2,099
C. Total exports: 920 1,016 990
D. Total inports: 2,011 2,266 2,242
E. Imports fromthe U S.: 101 116 119
F. Exchange rate $1: 146 149 155

*The above statistics are unofficial estinmates.

Rank of Sector: 13
Nanme of Sector: Industrial Controls
| TA I ndustry Code: PCl

The industrial controls sector is expected to grow due to the increased use
of automation by Spanish industry (Spain currently has an estimted 75
percent automation |level out of an optimal |evel of 80 percent, as cited by
i ndustrial sources). Demand for industrial controls comes from al

i ndustrial sectors, specifically fromthe electrical, chenm cal and nachi ne-
tool sectors. Oher areas of activity with good prospects for industrial
controls are the autonotive, food processing, utilities, pharnaceutical and
pol lution control industries.

The Spani sh market for industrial controls offers excellent opportunities for
U.S firns in specialized and state-of-the-art equi pnent and services. Best
prospects are in the areas of process controls and nonitoring equi pnent (HS
9032 and HS 9026), renote control and neasurenent (HS 9032 and HS 9026) and
machi ne tool control equi prment (HS 9024 and HS 9031).

Approxi mately 80 percent of the market is served by local industry, while the
mai n foreign suppliers are the U S. (around 20 percent of total inports), and
the E.U countries, primarily Germany. The majority of the national firns in
the sector are snall to nediumsize firns, while international firns nornmally
have larger facilities (the U S. leads the ranking of foreign investors in



the sector). Most of the inports go to automati on conponents and parts, and
equi prent for automation.

I mport duties for automatic instrunents and apparatus is 3.7 percent if
imported fromthe U S. and other non-preferential countries (HS 9032).

Simlar inport duties apply for nost industrial related equiprment, such as

i ndustrial instrunentation (3.7 percent, HS 9031), or neters (2.7 percent, HS
9028), but duties should be checked on a case-by-case basis.

Dat a: (AI'l figures in USD mllions)
1997 1998 1999*
A. Total Market Size: 1,516 1, 559 1,574
B. Total Local Production: 1,218 1, 256 1,271
C. Total Exports: 312 324 330
D. Total Inports: 610 627 633
E. Inports fromthe U S.: 128 132 133
F. Exchange rates $1: 146 149 155

* The above statistics are unofficial estinates.

Rank of Sector: 14
Nane of Sector: Conputers and Peripherals
| TA I ndustry Code: CPT

After Spain's econonmic crisis in the first half of the 1990s, Spain's
comput er sector is recovering rapidly with large increases in the |evels of
production, exports and inports. The sector is growing due to an increased
use of conputers and new peripherals for businesses and a hi gher denand for
hone PCs (due to the use of the Internet and new nultinedia applications).

The hardware market represents 51 percent of the total Spanish narket for

I nformation Technol ogy, with an increase for 1999 estimated at ni ne percent.
Most of the computer hardware market in Spain is conprised of central units,
(61 percent of the total hardware market), while printing systens represent
16 percent of the market, hardware for comunications nine percent and data
storage systens six percent. The rest of the hardware market is conposed of
other peripherals (six percent), and parts and conponents (2.3 percent).

Estimates indicate that there are a total of 2.5 mllion PCs in use by

busi nesses and 1.5 million in use by the private sector resulting in a tota
of four mllion PCunits in Spain. |In ternms of manufacturers, Conpaq has a
13.5 percent market share, |BM 13.1 percent, Hew ett Packard (HP) 10.3
percent, Dell 7.1 percent, Toshiba 5.3 percent, Packard Bell/NEC 5.3 percent
and I nves (a national manufacturer) 5.1 percent.

Al though official statistics indicate that 80 percent of |IT products and
services cone from other European countries and only eight percent fromthe
US., the najority of the inported conputer hardware is either directly
sourced fromthe U S. or manufactured in Europe by a U S subsidiary.
Regar di ng exports, 84 percent go to other countries in the E. U and 11
percent to Latin America. Best opportunities are found in the

busi ness/industry segment, primarily in work stations and servers for small
and nedi um si ze industries (HS 8471). The hone sector is also expected to
experience large growh thanks to the inpressive devel opnent of the |Internet
and the market for CD-ROMreaders for private use (HS 8471), nodens (HS 8517)



and nmultimedia PCs (HS 8471). There are al so good opportunities in other
segnments such as laser printers, plotters, laptops and PalmPCs (HS 8471).

I mport duties for automatic data process machi nes range from 2.5 percent to
one percent depending on the product, if inported fromthe U S. and other
non-preferential countries (HS 8471). Simlar inport duties apply for nost
rel ated equi pnment, such as peripherals (one percent, HS 8471.80) or parts of
this equiprment (1.6 percent, HS 8473).

Dat a: (AI'l figures in USD mllions)
1997 1998 1999*
A. Total market size: 3,038 3,218 3,362
B. Total |ocal production: 1, 322 1,412 1, 480
C. Total exports: 1,072 1, 145 1, 210
D. Total inports: 2,788 2,951 3,092
E. Inports fromthe U S.: 586 620 649
F. Exchange rates $1: 146 149 155

*The above statistics are based on unofficial estinates.

Best Prospects for Agricultural Products

Wheat and Grain By-Products

O | seeds and O | seeds By-Products
Forestry Products

Mari ne Fisheries Products
Consuner-Ori ented Products

Edi bl e Pul ses

Tobacco

Pet Food

Bour bon

Name of Sector: Wheat

Boosted by a rapidly diversifying narket for bakery products, we project
Spain’s need for inported hard wheat to grow 5 percent annually through 2002
The U.S. currently has nearly half the market, while Canada is the other
maj or supplier. However, |ack of user recognition of the quality and uses of
U.S. hard wheat currently hinders expansion of the U S. market share. The
U.S. only recently began again to ship wheat to Spain after the Margin of
Preferences Agreenent (MOP)was inplenented in 1995, explaining the currrent
lack of information about U S. wheat. W believe that the U S. can take
advant age of the new opportunities provided by this Agreenment and ship nore
wheat to Spain as millers and bakers becone nore famliar with the
characteristics of U S. hard wheat. |Inports could be bolstered further if
the duties established under the MOP were further reduced. Wth greater user
recognition of the quality of U S. wheat and | ower inport duties, Spain's
exports of U S. wheat could growto 7 percent annually and reach USD 48
mllion by 2002. O course this projection depends upon nmarket conditions,
particularly U S. prices relative to European and Canadi an pri ces.

Dat a: Weat (1000 Metric Tons)

1997 1998 1999



A. Total market size 7,133 8, 050 7, 697
B. Total production 4,633 5, 347 3, 500
C. Total exports 800 600 200
D. Total inports 3,300 3,300 4,100
E. Inports fromthe U S. 220 300 325
F. Exchange rate $1 146 149 155

(The above rates are based on unofficial estimtes)
Nanme of Sector: O | seeds and O | seed By-Products

Due to projected growh in denand fromthe |ivestock sector, Spain's soybean
inmports are expected to grow two percent annually through 2002. A
fundanental constraint in Spain’'s crushing industry, however, is the frequent
devel opnment of oil surpluses, which reduces crushing margins and |l eads to the
i mport of South Anerican neal rather than U. S. soybeans. Domestic soybean
oil consunption, therefore, should continue to be pronoted. Soybeans are one
of the nost inportant U S. exports to Spain and continued marketing efforts
are required to sustain and build upon the excellent U S. sales records in
this market. The main conpetitors are Argentina and Brazil. There are no
maj or inport barriers since Spain is free to inport whatever quantity
dictated by the needs of the market.

Data: Ol seeds and Ol seed By-Products (1000 Metric Tons)

1997 1998 1999
A. Total market size 4, 656 5,282 5,032
B. Total production 1,616 1,578 1, 302
C. Total exports 114 55 62
D. Total inports 3, 157 3,759 3,792
E. Inports fromthe U S 1, 843 1, 826 1,776
F. Exchange rate $1 146 149 152

(The above rates are based on unofficial estimates)

Nane of Sector: Forestry Products: Softwood Lunber

Wth steady growmh in the housing and furniture manufacturing sectors,
Spain’s inports of softwood |unber are projected to grow 3.5 percent through
2002. Interior design, joinery in particular, mllwrk doors, w ndows and
bal conies are traditionally nade from U. S. softwoods; therefore, denand for
U S. softwoods is closely linked to new housing construction and ol d hone
renodeling activities. This denmand is currently rising due to the increased
housi ng activity as well as flourishing furniture and door nanufacturing
sectors. Last year, Spain was the U S.’s third | argest market for softwood

| umber, and the nunmber one market for U S. Southern Pine lunber. Wiile U S
mar ket share has increased steadily in recent years, now accounting for about
two-thirds of the market, further pronotional and product information

di ssemination activities are required to maintain and increase the U S

mar ket share. Wth increased marketing as a variable, forecasts show that
Spain’s U S. softwood |unber inports could grow 4 percent annually and reach
USD 103 nmillion by 2002. Major conpetitors include Canada, other E. U
countries and other Northern European countries. There are no major barriers
to inporting |unber.



Data: Forestry Products: Softwood Lunber (1000 Cubic Meters)

1997 1998 1999
A. Total market size 3,250 3,300 3, 340
B. Total production 2,100 2,100 2,100
C. Total exports 35 50 50
D. Total inports 1,185 1, 250 1, 290
E. Inports fromthe U S 150 151 155
F. Exchange rate $1 146 149 155

(The above rates are based on unofficial estinates)

Nanme of Sector: Forestry Products: Tenperate Hardwood Lunber

Due to expectations for continued growth in the furniture and door

manuf acturing industries as well as to increased housing construction
activity, we forecast Spain’s hardwood | unber inports to grow 3.5 percent

t hrough 2002. The denmand for U.S. hardwoods is also closely linked to new
housi ng construction and hone renodeling as interior design, flooring, and
mllwork doors in particular, are inportant uses of U S. hardwoods. O her
maj or uses include furniture manufacturing and production of wi ne barrels
with oak staves, an industry, which is also boom ng. Last year, Spain was
the seventh nost inportant U S. narket for U S. hardwood, the nunber one

mar ket for U. S. oak, and ranked third in hardwood veneer inports. The U. S
mar ket share has increased in recent years; the U S. now holds about a third
of the total hardwood |unber market. However, the market share can be
expanded further and an inport growmh rate of 4 percent per year can be
achieved with increased overall market pronotion efforts. Mjor conpetitors
i nclude France, Gernmany and Canada.

Data: Forestry Products: Tenperate Hardwood Lunmber (1000 cubic neters)

1997 1998 1999
A. Total market size 1, 055 1,110 1,115
B. Total production 650 650 650
C. Total export 20 20 20
D. Total inports 425 480 485
E. Inports fromthe U S 150 183 180
F. Exchange rate $1 147 149 155

(The above rates are based on unofficial estinates)

Name of Sector: Mari ne Fisheries (Hake - Lobster - WId Salnmon -
Squid - Surimn)

Spain is one of the world's | argest seafood consuners, with a per capita
consunption of around 42.6 kilos. Wile consunption nmay decrease slightly in
the future, Spain will continue to be a | eadi ng seaf ood mar ket inporter

Wth current inports of nearly USD 2 billion per year, this market hol ds vast
potential for U S. exporters. Furthernore, because Spain’s allowabl e catches
will decrease in the future, we project Spain's seafood inports to grow 7
percent annually through 2002. The U.S. coastline offers several different
seaf ood products that could be exported to Spain, and we believe that through
i ncreased pronotional efforts, U S. seafood exports to Spain could grow 8



percent annually through 2002. Conpetition for this market will be fierce,
however, as our current |ess than one percent narket share indicates. The
princi pal competitors are other E. U nenber states, Argentina, Africa,
Central and South America, and other European countries. No major inmport
barriers exist for seafood products.

Data: Marine Fisheries Products (1,000 Metric Tons)
1997 1998 1999
A. Total market size 1,673 1,588 1,524
B. Total production 1,219 1,189 1,164
C. Total export 534 668 690
D. Total inports 988 1, 067 1, 050
E. Inports fromthe U S 16 30 33
F. Exchange rate $1 146 149 152

(The above rates are based on unofficial estinates)

Nanme of Sector: Consuner Oiented Products

One of the nobst notable features of Spanish market is the inportance of the
tourist industry to the national econony. Despite a resident popul ation of
39.8 million, Spain attracted over 70 nmillion visitors in 1998, achieving the
record as the world' s second nost popul ar destination in tourism

The Mediterranean beach areas and the Balearic |Islands are the nost popul ar
tourist resorts, and the Canary Islands are an especially attractive w nter
tourist region. Most tourists come fromnorthern Europe, with a very high
percentage com ng from Germany, the United Kingdom and France, nmany of whom
still prefer to adhere to their usual dining and drinking habits while
enjoying their vacations in Spain.

These denographics have resulted in a significant increase in the demand for
hi gh-val ue and consuner ready products fromrestaurants and institutions such
as hotels during the summer nonths. This sector is the fastest grow ng food
sector in Spain and U S. exports have only begun to scratch the surface.

Spai n’s own trenendous donestic production capacity coupled with the ngjor
Nort hern European nenber states' exporters formthe basis for nost of the
conpetition for U S. exports to Spain. 1In this sector, the U S. achieved
record sales in 1999; there was a drop in 1997 due to the strong dollar and
weak Peseta, which picked up again in 1998. In 1999, the upward trend is
expected to continue for nost of these products. Major barriers to trade in
these products include |abeling | aws, standards and the high cost of

i mporting these products. However, there is a niche market for many of these
products, such as snack itens, sunflower seeds, peanuts, walnuts, etc which
makes the effort worthwhile.

1997 1998 1999**
Consuner-Oriented Total s 126, 161 169, 933 -
Snack Foods (Excl Nuts) 6, 251 3,813 -
Br eakf ast Cereal s & Pancake M x 310 409 -
Red Meats, (fresh, chilled, frozen) 2,574 1,454 -
Red Meats (prepared/preserved) 26 117 -
Poul try Meat 1, 650 296 -

Dai ry Products 573 531 -



Eggs and Products 599 837 -

Fresh Fruit 36 7,290 -
Fresh Veget abl es 3,632 4,928 -
Processed Fruit and Vegetabl es 7,777 6, 886 -
Fruit and Vegetabl e Juices 197 591 -
Tree Nuts 78, 957 111, 074 -
W ne and Beer 1,081 1,107 -
Nursery Products and Cut Fl owers 762 4,107 -
Pet Foods (Dog and Cat) 15, 523 22,663 -
Q her Consuner-Oriented Products 6,173 7,829 -
Exchange Rates: 146 149 -

Source: United States Census Data
**Fjigures for 1999 not avail abl e

Nane of Product: Edi bl e Pul ses (Dry Beans and Lentils)

As a result of expected further declines in domestic production, FAS/ Madrid
projects Spain’s pulse inports to grow 6 percent through 2002. Currently
hol di ng about 20 percent of the market, the U S. faces stiff conpetition from
other suppliers, nanely Canada, Argentina, Chile, and Turkey. To keep pace

with the expected growth in the overall |egunme demand and to hol d narket
share, the U.S. will need to maintain and strengthen ties with inporters and
canners and highlight the quality of U S legunes. |In addition, in the case

of lentils, the availability of conpeting |ocal supplies would be further
reduced if the U S could secure a reduction in the E . U’'s direct paynents.
Wth |l ower incentives for |ocal production, and, nore inportantly,
strengthened rel ationships with the |l ocal trade, we predict Spain's U S
pul se exports will grow 6 percent annually through 2002 and reach USD 26
mllion.

Dat a: Edi bl e Pul ses (1000 Metric Tons)
1997 1998 1999
A. Total market size 254 260 255
B. Total production 115 104 100
C. Total exports 10 17 10
D. Total inports 174 156 160
E. Inports fromthe U S. 33 36 38
F. Exchange rate $1 146 149 155

(The above rates are based on unofficial estimates)

Nane of Product: Tobacco

No Country Pronotion Plan for Tobacco.

1997 1998 1999*
A. Total market size 65 65 -
B. Total production 35 35 -
C. Total exports 23 23 -
D. Total inports 54 54 -
E. Inports fromthe U S 19 19 -



F. Exchange rate $1 146 149 155

(The above rates are based on unofficial estimtes)
* Statistics not available for 1999.

Name of Product: Pet Food

Spain’s inports of U S. pet food have risen dramatically in recent years,
nore than doubling between 1992 and 1996, reaching another record in 1998
with USD 22.6 nmillion. The rapid expansion of the market is attributed to a
combi nation of sociological and aninmal health issues. |In addition, U S. pet
food raw materials are relatively inexpensive. Omwming a pet, particularly
regi stered | arge-breed dogs, has becone sonething of status synbol in Spain,
especially in urban areas. Encouraged by rising incomes and an expandi ng

m ddle class in the najor cities, FAS/ Madrid expects this practice to
continue and projects Spain’s need for inported pet food to grow 6 percent
annual | y through 2002. The U S. currently has nearly 55 percent of the

mar ket with the other major supplier being Japan. However, |ack of user
recognition of the quality of U S. pet food currently hinders expansion of
U.S. narket share. Wth greater user recognition of the quality of U S pet
food, generated through targeted pronotional canpaigns, FAS/ Madrid projects
Spain’s exports of U S. pet food to grow 7 percent annually and reach USD 27
mllion by 2002. The E. U.'s adoption and inplenmentation of the "Equival ency
Agreenent” will facilitate achieving this growth rate. Chief conpetitors are
ot her E. U. menber states.

Dat a: Pet Food (I'n Thousands of USD)
1997 1998 1999*

A. Total market size NA NA -

B. Total production (tons) 201, 000 203, 000 -

C. Total exports 31, 305 32,000 -

C. Total inports 104, 470 104, 000 -

E. Inports fromthe U S. 15, 523 22,663 -

F. Exchange rate $1 146 149 155

(The above rates are based on unofficial estinates)
* Statistics not available for 1999.

Nane of Product: Bour bon

Si nce 1988 Bourbon exports to Spain have tripled and further growh is
expected due to changi ng denographics and shifting beverage consunption
patterns. At present, nobst Bourbon consuners are bel ow 30 years of age and
have | ower than average incomes. FAS/ Madrid believes that by maintaining
this younger generation nmarket sector and al so by edging into the demand
anong el derly higher-incone consuners, who are drinking | ess wine, US.
bourbon can obtain a greater share of Spain’s overall al coholic beverage
market. Principal conpetitor products are local w nes and scotch and
appropriate targeted pronotional efforts are wi nning over many new custoners.

Dat a: Bour bon (I'n Thousands of USD)
1997 1998 1999

A. Total market size NA NA NA



B. Total production 0 0 0
C. Total exports 0 0 0
D. Total inports 28, 637 26, 715 28, 500
E. Inmports fromthe U. S. 18, 878 15, 750 19, 500
F. Exchange rate $1 146 149 155

(The above rates are based on unofficial estinates)

VI . TRADE REGULATI ONS AND STANDARDS

Trade Barriers, Tariffs, Non-Tariff Barriers and |nport Taxes

Spain has not charged tariffs to the E.U countries since January 1, 1993,
whil e third-country goods, including those fromthe United States and Japan
are charged the E. U 's Common External Tariff. Since 1988, Spain has used
the Harnoni zed System of tariff nonenclature for applying duties. U S goods
are taxed according to the standard E. U. duty rate.

Spai n has adhered to the GATT code since 1963. |In Decenber 1994, Spain
ratified adherence to the Marrakesh accord, which concluded the Uruguay Round
of international trade negotiations and established the Wrld Trade

Organi zati on

For agricultural products, inport docunentation and tariffs are exactly the
same as for other E.U countries. Wile sone agricultural combdities are
duty free or subject to mininmal duties, such as soybeans, sunflower seed,
corn by-product, and lunber, the great mgjority of agricultural products
covered by the E. U 's Comon Agricultural Policy (CAP) and food products are
subject to high duties or variable inmport |levies which significantly restrict
access to the Spani sh narket.

In 1993, during the Uruguay Round negotiations, the E U committed to
continue the conmpensation it had been providing to the United States since
1987 for Spain's accession to the EEU  The E.U had owed the United States
compensation due to Spain's breach of its GATT tariff binding on inports of
corn and sorghum when Spain joined the CAP. The conpensation cane in the
formof mninmminport commitnents for corn and sorghum as well as tariff
reductions on about 25 products.

Non-tariff barriers have been identified in the audiovisual and intellectua
property areas. Spain has a system of screen quotas and "dubbing |icenses”
whi ch increase costs and limt access of U S filmdistributors. However,
recently approved regulations to Spain’'s filmlaw have linmted the adverse
i npact of these regulations. Piracy of audiovisual products, principally

t hrough unregul ated "conmmunity vi deo" cabl e tel evision networks, and of
comput er software are of concern here.

Custons Regul ations/Tariff Rates/|nport Taxes

Spani sh custons val ues shipnments at C.I.F. prices. For U 'S products, the
tariff rate averages five percent. Al shipments nust be cleared through
Custons by a registered custons agent. Usually, total costs to clear custons
are between 20-30 percent of the shiprment's C. 1.F. value. This includes
tariffs, value added tax (16 percent), custom agent, and handling fees.

| nport Licenses




The E. U. accession agreenent requires that Spain transformits structure of
formal and informal inport restrictions for industrial products into a formal
system of inport |licenses and quotas. Wile Spain does not enforce any
quotas on U.S.-origin manufactured products; it still requires inport
docunents, which are described below. Neither of the foll owi ng docunents
constitute a trade barrier for U S. -origin goods.

I mport Authorization: (Autorizacion Adninistrativa de |nportacion, AAl) is
used to control inports which are subject to quotas. Although there are no

quot as agai nst U S. goods, this document may still be required if part of the
shi pnent contai ns products or goods produced or manufactured in a third
country. In essence, for U S. -origin goods, the docunent is used solely for

statistical purposes or for national security reasons.

Prior notice of inports: (Notificacion previa de inportacion) is used for

mer chandi se that circulates in the E. U Custons Union Area, but is controlled
for statistical purposes only. The inporter nust obtain the docunment and
present it to the General Register

I mporters apply for inport licenses at the Spanish CGeneral Register of
Spain's Secretariat of Comrerce or at any of its regional offices. A
conmerci al invoice that includes freight and insurance, the C.1.F. price, net
and gross weight, and an invoi ce nunber nust acconpany the |icense
application. Custons accepts comercial invoices by fax. The license, once
granted, is normally valid for six nonths but nay be extended if adequate
justification is provided.

Goods that are shipped to a Spani sh custons area w thout proper inport
Iicenses or declarations are usually subject to considerable delay and may
run up substantial demurrage charges. Prior to making shipnents, U S
exporters should ensure that the necessary |icenses have been obtained by the
inmporting party. Also, U S. exporters should have their inporter confirm

wi th Spani sh custons whet her any product approvals or other special
certificates will be required for the shiprment to pass custons.

Export Controls

Spain was a nenber of COCOM from 1985 on and is now a participant in the
"Wassenaar Arrangenent" that replaced COCOM Spain is also a nenber of the
Australian Group for Chem cal Products Controls and a signatory of the
Cheni cal Weapons Convention which becane effective in 1995.

Export controls are regulated by Organic Law 3/1992 and Royal Decree

824/ 1993. The Royal Decree is still in effect and establishes that both the
regul ations and the COCOM |ists are applicable, as well as the procedures
that follow

| nport/ Export Docunentation

Several different fornms of docunentation nmay be required for shipnents to
Spain. Exporters are required to present one comercial invoice, one bill of
| ading, and three copies of a certificate of origin for all shipnents. O her
certificates are necessary for exporting pharmaceutical goods, perishable
foods, live animals and sone nedical goods.

Sanitary Certificates:



U.S. Aninal and Plant Health Inspections certificates are required fromthe
U S. Aninmal and Plant Health I nspection Service (APH' S) for the inportation
of living plant material, including plants, plant products, and seeds, into
Spain. Health inspection requirenents al so govern the inportation of animals
and parts of animals, including neat products, skins, hides, and simlar
products, marine mamual s, fish, crustaceans, or nollusks and parts thereof.

Spani sh regul ati ons are subject to the provisions of the Spanish Mnistry of
Agriculture. Inspections are usually carried out in local offices of the
APH'S, which are located in mgjor U S. ports and airports. Export agents or
brokers may present products for inspection. Airlines may handl e the

i nspection of air shipnents.

Phar maceutical Certificates:

These certificates are required by Spanish Custons for drugs and certain
sanitary itenms. A standard analysis bulletin issued by the manufacturer
listing the product conposition, is acceptable for custons purposes.

G her certificates:

Sea vessels require a certificate of conpliance fromthe Marine Authority
(Mnistry of Transport) to bring ships into Spain. 1In order to acquire this
certificate, the manufacturer has to denonstrate the sea-worthiness of the
vessel s. The National Marine Manufacturers Association issues a sea-

wort hiness affidavit that is accepted by the Spanish authorities for the
certificate of conpliance.

Fi nes and Penal ti es:

Regul ations establish fines for whatever actions delay the normal custons
procedure. Fines are not very large, usually around USD 30 or USD 40.
These, in and of thenselves, do not include fraudul ent actions.

Anti - Dunpi ng and Countervailing Duties:

As a signatory to the Anti-Dunping and Countervailing Duty Codes of the GATT,
Spai n, through the E. U Anti-Dunping Conmmittee, penalizes products inported
at less than their normal value, which cause injury to donestic industry.

The anti-dunping duty will be the difference between the dunped price and the
compar abl e donmestic price of the exported product. The duration of the
countervailing duty inposition varies fromcase to case and the duty inposed
currently ranges fromfive to 33 percent.

Tenporary Entry

The Spani sh re-export systemis regulated by Order of July 24, 1987
conformng to E.U regulations. Re-export inquiries nust be addressed to the
Port's Custons Director. Re-exports of U S. goods from Spain follow the sane
procedures as the exportation of Spanish products. Goods re-exported to
other E.U. nenber states are subject to statistical surveillance.

Re- exports outside the E.U. which are not covered by specific E U
regul ati ons are exported with an acconpanyi ng Custons Export Decl aration at
the exit point. A limted nunber of goods require a Prior Notice of Export.



Exporters of high-technol ogy goods subject to U S. export control procedures
nmust ensure that Spanish clients and subsidiaries are aware of U.S. export
control s requirenents.

There are four types of procedures for handling the re-export of goods:

1) Tenporary Inports: Goods inported for a limted tinme period under an ATA
carnet. A bank guarantee in the formof a bond equivalent to duties owed
nmust be provided to Custons, which will be refunded once the goods |eave the
country.

2) Tenporary Adm ssion: Goods which will be incorporated into a final product
for export. Prior approval by the State Secretariat of Commerce is
necessary. The sanme procedure used for tenporary inports applies for
re-export.

3) Repl acement Goods: Conpanies with continuing needs for primary material s,
commodities, or internedi ates can request prior approval fromthe State
Secretariat of Comerce for replacenent goods after the second year of
operation. They nust deposit a bond with Custons on the conpensatory tax
only. Replacenents for defective goods destroyed under Custons supervision
are also adnmitted duty-free, but require extensive supporting docunentation

4) Drawback: Duties are paid sinultaneously with a presentation of a |ist of
products to be re-exported in the future. Later, a rebate is given upon
customs cl earance out of Spain. This procedure also requires prior approva
by the State Secretariat of Commerce.

Conpani es are advised to use the carnet procedure to tenporarily bring goods
into Spain for denonstration purposes w thout paying duties or posting bond.
The carnet nust be presented to the custons authorities whenever entering or
| eaving the country. Consunable itens and give-away sanples are not included
under carnet procedures. ATA carnets are predom nantly used for comrercia
sampl es, tools of trade, advertising material or cinematographic, audio-
visual , nedical, scientific, or other professional equipnment that will be
inmported for a period of |less than a year. The advantage of the ATA carnet
is that it allow exporters to avoid normal custons clearance formalities.
The carnet also provides a financial guarantee to foreign custons officials
so that, if the goods are not re-exported, the duty will be paid. A bond
equi valent to the duty is charged

The ATA carnet is used internationally and should be distinguished fromthe
E.U carnet, sonetinmes referred to as the ESC carnet. Introduced in July
1985, the E. U carnet is used for the tenporary novenent of certain types of
goods, usually equi prent and working materials, between E. U countries.

Unli ke the ATA carnet, it does not require the posting of a bond.

Carnet applications are available fromall district offices of the U S.
Department of Commerce, nost U.S. chanbers of commerce, and authorized export
i nsurance conpani es. They are also issued by the U. S. Council of the

I nternational Chanber of Commerce in New York.

Advertising material, catalogs, price lists, and sinilar printed itens are
admtted duty free. However, to avoid any problenms such itens should al ways
be | abel ed, "no value”". Oherwise, a custons duty is likely to be levied on
t he sanpl e.



As a sighatory to the International Convention to Facilitate the Inportation
of Commercial Sanples and Advertising Matter, Spain admts sanpl es of

negligi ble value duty free. Those itens that are of conmercial value and not
covered under carnet procedures may be inported for up to a year by business
peopl e upon paynent of a bond. Upon presentation of the custons receipt and
at re-export, the deposit is refunded.

Qual i fyi ng business people entering with comrerci al sanpl es should cone

equi pped with a letter fromhis or her principals attesting to their status,
identifying the sanples, and certifying that the sanples are not for sale.
The letter should be certified by the nearest Spanish Consul ate.

Labeling, Marking Requirenents

In view of the conplexity and rapid change in marking, |abeling, and testing
requi renents in Spain, U S. exporters should request pertinent instructions
fromtheir inmporters prior to shipnent.

The followi ng are specific categories of goods, for which nmarking, |abeling,
and/or testing requirenents are applicable:

Foodstuffs: The Directorate General of Health sets human consunption
standards for the preparation, residual content, and storage nedia for
virtually all classes of foodstuffs. The |abels on the container nust

i nclude the product designation, a list of ingredients, the weight or vol ung,
dates (manufacturing, packing, mninumshelf life, and expiration dates),
directions for food preservation (if applicable), identification of the firm
i nvol ved (manufacturer, packer, or inporter), and the country of origin. If
the original label is not in Spanish, a simlar one nust be prepared in
Spanish, firmy affixed to the container. M1k products, margarine,

chocol ate, and soaps have other, nore technical |abeling requirenents. W nes
and ot her al coholic beverages nust neet Spani sh standards.

Textiles: Custons and point-of-sale regulations require that all textile
goods and ready-made cl ot hi ng have a Spani sh | abel. Standard Spani sh textile
nonencl ature and content requirenents nust be stated on the | abel
Requirenents relating to textile content, |abeling, and packaging are
specific and extensive. They are regulated by Royal Decree 928/1987, dated
June 5, 1987. Manufacturers' trademarks, duly registered, are permtted on
textile products.

Drugs, Pharmaceutical, and Cosnetics: These goods are subject to technica

i nspection and registration by the Directorate General of Health prior to
entry. There are also detail ed marking and | abeling requirenents, sonewhat
simlar to those for foodstuffs, but which include detailed chenica

conposi tion.

Fertilizers and Fungicides: Inported fertilizers nust be registered with the
|l ocal Agriculture Mnistry Ofice. Inspection and analysis will be perforned
prior to custonms clearance. Al printed advertising and publicity materials
must be approved by the Mnistry of Agriculture, and |abels nust be in
Spani sh and include detailed precautions.

Firearms: Al firearms nust be cleared by the Spanish governnent and bear a
stanp of certification.

Met al s: The Spani sh Guarant ee Bureau provi des assay services and affixes its
hal I mark for all inported precious netals.



Mot or Vehi cl es: Each vehicle will be inspected for engraved serial numbers on
both the engi ne and chassis. |If one of these is not avail able, Spanish
custons | evies a special charge for stamping the nunber

Tires and Tubes: Al tires and inner tubes nmust be nmarked with a seri al
nunber .

For agricultural products, |abeling requirenents are fully harnoni zed with
the E.U. I|abeling system however, the |abels nmust be in Spanish.

Eco-| abel s:

In March of 1992, the E. U Council approved | aw 880/92, establishing a
communi ty-w de system for granting Eco-labels (green |abel) to products that
voluntarily satisfy environnental standards.

The E.U.'s objectives for setting up a systemfor issuing green | abels are
twofold. The labels informconsuners of products that are environnentally
safer than others in all aspects of a product's life-cycle. Furthernore,
they inprove the design, production, and narketing as well as increase the
use of products that have | ow or non-adverse effects on the environnent, and
that use natural resources w sely.

The E.U. hopes that these objectives will increase the standards of health
security, and the condition of the environment of the E U. countries.

Products inported into the E.U that wish to obtain a green | abel nust follow
the same strict criteria as E. U nenbers.

Spain's participation in the E.U Eco-|abeling programwas established by
Royal Decree in April 1994,

Prohi bited | nports

Spani sh regul ati ons ban the inmport of illicit narcotics and drugs. They also
set up very restrictive regulations for inports of explosives, fire weapons,
def ense equi pnent and material, tobacco, and ganbling material. Furthernore,

the governnment highly restricts the inport of many types of pharnaceutica
products.

E. U. regul ations on hornmones ban nost U S. beef and beef products fromentry
into the EEU. In addition, E U health regulations on live cattle ban U S
hi gh genetic cattle inports. These regul ations have recently been
successfully challenged by the U S. at the Wrld Trade Organi zation

St andar ds

At present, there are no requirenents for either |1SO 9000 certification or
its E.U equivalent. Nonetheless, demand for products that neet these
standards is grow ng.

Spai n has established specific certification for certain products. This
certification procedure is referred to as "honol ogati on" and i nvol ves
cunber some product testing by approved | aboratories. Although nost of the
| ocal honol ogation requirements and testing standards are gradually

di sappearing as Spanish legislation conforns to E. U directives, certain
honol ogati on and ot her special requirenents remain for sone products.



General ly, a product that nmeets the standards and certification requirenents
of any other E. U country can be inported and sold in Spain wthout further
testing. Spanish honol ogation requirements remain in force for conputer
keyboards and screens, dot matrix printers, teleprinters, medical equipnent,
electric typewiters, telecomrmunications equi pnent, notor vehicles, bicycles,
pl easure boats, gas connectors, etc.

Applications for honol ogation are processed by the Mnistry of Industry and
Energy and by the Mnistry of Devel opment, which handles Transport and

Tel econmuni cati ons. These national standards will be phased out as E. U
norns take effect.

The Spani sh Standards Certification Association (AENOR - Asoci aci on Espafiol a
de Normalizacion y Certificacion) is responsible for devel oping voluntary
standards and certification prograns. It represents Spain in internationa
standards institutions. The Spanish government publishes a |list of approved
| aboratories for testing and certification each year

El ectrical products which operate in a range of 50 to 1,000 volts alternating
current or 75 to 1,500 volts direct current have to neet the E. U |ow voltage
directive. There are three accepted forns of proofs of conformity with this
regulation: a mark issued by an authorized E. U agency; a certificate issued
by an approved E. U authority; or a declaration issued by the nmanufacturer

In the latter, the manufacturer self-certifies that the product, manufactured
wi th good engi neering practices, will not endanger the safety of persons
domestic aninmals, or property when properly installed and nmai ntai ned and used
in applications for which it was made.

Spain now allows the entry of used equi pnent, material, and goods. However,

they are subject to the sane standards concerning safety as apply to any new
import. Additionally, there may exi st regul ations specific to the particul ar
type of equipnent, such as conputers and peripherals, that is being inported.

Free Trade Zones/War ehouses

There are three different custons regulations in Spain. The E U conmmobn
custons apply to the nmainland and Bal earic Isles. The Canary Isl ands,
previously a custons-free area, is undergoing a transition period to neet
E.U. custons regulations. There is a custons-free trade area in the two
northern Africa enclaves of Ceuta and Melilla, which are under Spanish
sovereignty.

Both in the mainland and islands there are nunerous free trade zones (in nost
of Spanish airports and sea ports) where manufacturing, processing, sorting,
packagi ng, exhibiting, sanpling, and other commercial operations nay be
undertaken free of any Spanish duties or taxes. The largest free trade zones
are in Barcelona, Cadiz and Vigo. Ohers vary in size froma sinple

war ehouse to several square kiloneters. Spanish custons |egislation allows
for conpanies to have their own free trade areas. Duties and taxes are
payabl e only on those itens inported for use in Spain.

Speci al | nport Provisions

Goods are cleared by custons agents or brokers who handl e the necessary
formalities on behalf of the inmporting firmor individual. A bill of |ading,
an original invoice with a copy, a certificate of origin, and an inport
declaration are required for nost clearances through Custons for products
which will remain in Spain.



Import declarations are nade at the State Secretariat of Commerce or its
branch del egations in major port cities throughout the country. Declarations
must use the exact term nology of the tariff classification under which the
goods are being inported. A three-nonth grace period is allowed for
U.S.-origin goods arriving without proper docunentation, subject to a witten
guarantee by the custons agent.

Goods in transit need only be listed on the vessel or aircraft manifest and
do not have to be unloaded. Transit goods nmay al so be unl oaded for shi pnent
to a Custons-approved warehouse prior to reshipnment from Spain or to another
custons house in Spain for declaration or further reshipnent.

Menbership in Free Trade Arrangenents

Spai n has been a nenber of the European Union since 1986, allowing for free
trade with fellow nmenbers: Austria, Belgium Denmark, Finland, France
Germany, Geece, Ireland, Italy, Luxenbourg, Netherlands, Portugal, Sweden
and the UK. The European Uni on's European Econonic Area Agreenent in turn
provides a high level of nutual market access with the European Free Trade
Associ ation states (lceland, Liechtenstein, Norway, and Switzerland).

Custons Contact |Information

Agenci a Estatal de Admi nistracion Tributari a:
Departanmento do Aduanas e | npuestos Especi al es
Call e Guzman el Bueno, 137

28003 Madrid
Phone: 34-91-554-3200
Fax: 34-91-533- 5242/ 553- 6189

Website: http://ww. aeat. es
VI1. I NVESTMENT CLI MATE

Openness to Foreign | nvest nent

The Spani sh government is interested in attracting new foreign investnent to
noderni ze the econony. |t has created new regul ations for investnment and
foreign exchange to make the country nore attractive to investors. Spanish
law permts foreign investnment of up to 100 percent of equity, except in a
few strategic sectors. Capital novenents have been conpletely liberalized

The 1991 Budget Act (law 31 of Decenber 27, 1990), established that

E. U -resident conpani es receive the sane treatnment as Spani sh conpanies in
strategi c sectors (national defense, radio and TV broadcasting, air
transportation, and ganmbling). Previously, non-Spanish conpanies required
prior authorization fromthe Executive for investnents in these areas and
some foreign ownership ceilings existed. Mbst of these barriers were lifted,
except for investnent by foreign investors in nunitions conpani es and

t el econmuni cati ons services, which still require prior authorization. At the
World Trade Organization negotiations on Basic Tel econmuni cations Service,
Spain agreed to open this sector on a reciprocal basis to foreign conpetition
by Novenber 30, 1998. In conpliance with the agreenment, the

t el econmuni cati ons sector was opened on Decenmber 1, 1998.

On February 1, 1992, royal decree 1816/1991 elinminated remaining foreign
exchange and capital controls. This |egislation provides conplete freedom of
action in financial transactions between residents and non-residents of



Spain. Previous requirenents for prior clearance of technology transfer and
techni cal assistance agreenents were eliminated. The |iberal provisions of
this law apply to paynents, receipts, and transfers generated by foreign

i nvestnents in Spain.

The adoption of royal decree 671/1992 on July 2, 1992 reduced the types of
foreign investnment requiring previous governnment authorization. At present,
aut horization is only required in the foll owi ng cases:

* Direct investnents over 500 million pesetas if the foreign holding
exceeds 50 percent of the capital stock of the Spanish company;
Certain forns of investnents nade by parties in tax havens;

Real estate investnents in rural |and, urban | and or business prenises
if the investnment exceeds 500 million pesetas; and

* Various fornms of joint investnents which exceed 500 nmillion pesetas.

Under the new regul ation, previous authorization for all forns of portfolio
i nvestnents has been elim nated.

After the investnent is nade, the |aw establishes that it nust be registered.
Regi stration requirenments are sinple and straightforward, except in sectors
subj ect to special consideration. The aimis to verify the purpose of the
investrment. This procedure does not bl ock any investnent.

The | aw regul ates specific safeguards for investnents. Sone believe that
such safeguards are not in Spain's best interest due to the size, nature of
i nvestnent, and the financial aspects of investnments. Depending upon the
size of the investnment, either the Mnister of Economy or the Council of

M nisters will invoke these safeguards.

This regulation brings Spaininline with E U directive 88/361 which
classifies investors according to residence rather than nationality.

However, E. U. -resident conpanies will not be exenpt from existing

aut hori zation requirements if a non-E. U resident controls them directly or
indirectly. There is effective control if the non-E U resident holds nore
than five percent of the E. U conpany's equity or directly participates in
the firm s nanagenent.

Conversion and Transfer Policies

There are no controls on capital flows. Capital controls on the transfer of

funds outside of the country were abolished in 1991. Remttances of profits,
debt service, capital gains and royalties fromintellectual property can all

be affected at narket rates using commercial banks.

Expropriati on and Conpensati on

Spani sh legislation sets up a series of safeguards that al nost prohibit the
nationalization or expropriation of foreign investnent. No expropriation or
nationalization of foreign investnent has taken place recently.

Di spute Settl enment

Legi sl ati on establishes nmechanisns to solve disputes if they arise. The
Spani sh judiciary systemis independent fromthe executive. Therefore, the
governnent is obliged to follow court rulings. Judges are in charge of
prosecution and crimnal investigation, which pernits greater independence.
The Spani sh prosecution systemallows for successive appeals to a higher



Court of Justice. The European Court of Justice hears the final appeal. In
addition, the Governnment of Spain abides by some of the rulings of the
International Court of Justice, at The Hague.

Political Violence

The Government of Spain is involved in a |ong-running canpai gn agai nst Basque
Fat herl and and Liberty (ETA), a terrorist organization founded in 1959 and
dedi cated to pronoting Basque independence. ETA regularly targets Spani sh
governnent officials, nenbers of the mlitary and security forces, and
nmoder at e Basques for assassination. The group has carried out many bonbi ngs
agai nst Spani sh governnent facilities and econonic targets. In recent years,
t he Spani sh government has had nore success in controlling ETA due to

i ncreased security cooperation with French authorities.

Another smaller leftist terrorist group called GRAPO occasionally acts
agai nst governnent interests.

Per f ormance Requirenents/ I ncentives

Performance requirements are not used to deternine the eligibility or |evel
of incentives granted to investors. A range of investnent incentives exist
in Spain, and are provided according to:

* the authorities granting incentives; and
* the type and purpose of the incentives.

Aut horities that provide incentives in Spain:
The European Union

The European Union provides incentives in the formof subsidies in genera
devel opnent prograns such as FEDER and F.S.E. FEOGA- Cuarantee. They al so
provi de progranms targeting specific sectors such as SPRI NT, JOULE, VALOREM
ESPRI T, DRI VE, BRI TE-EURAM ECLAIR, COVETT |I, STAR, etc. The CGovernnent of
Spai n manages these incentives |ocally.

The central governnent:

The central government grants these incentives out of its annual budget.

Usual ly, these incentives match E. U. financing. Central governnent incentive
prograns are easily available for direct investnment plans. Both the Mnistry
of Industry and the Mnistry of Econony play active parts in granting the

i ncentives.

The Foreign I nvestnment Departnent, under the Mnistry of Econony, counsels
new mar ket investors in the application for governnment incentives. The

M nistry of Industry's sector-related departnents negotiate directly with the
ol d narket investors to informthem of incentives avail able for new

i nvest nent .

The regi onal governmnent:

Regi onal governnents, called Autonomous Conmunities, also maintain specific
prograns to attract investnment, which are often designed to conpl enent
central governnent incentives.

Muni ci pal ai d:



Muni ci pal corporations offer incentives to direct investnent by facilitating
infrastructure needs, granting licenses, and allow ng for the operation and
transaction of permits. Usually they are designed to help ease the initial
operations of direct investnent.

General ly, the regional governnents are responsible for the managenent of
each type of investnent. This provides a benefit to investors as each

aut ononous comunity has a specific interest in attracting investnment that
enhances its econony.

Types of incentives avail abl e:

Fi nanci al subsi di es

Exenption fromcertain taxes

Preferential access to official credit

Reducti on of burdens, with social security discounts to conpanies
Bonuses for acquisition of certain nmaterial

Custons exenption for certain inported goods

Real estate grants, and gratuitous or favorable |land grants
Guarantees granted in credit operations

Loans with lowinterest, long nmaturities, and grace periods

Guar ant ee of divi dends

Prof essional training and qualification

Indirect aid by means of supplying infrastructure facilities (accesses,
services, conmunications, etc.)

L R

Incentives fromnational, regional, or nunicipal governnents and the E. U are
granted to Spani sh and foreign conpani es alike w thout discrimnation

Right to Private Owmership and Establi shnent

The Constitution protects private ownership. Spanish |aw establishes clear
rights to private ownership. Except for sone limtations in "strategic"
sectors (national defense, radio and tel evision broadcasting, air
transportation, and ganbling), foreign firns receive the same | egal treatnent
as Spani sh conpani es.

Conpetitive equality exists between public and private firnms with respect to
| ocal access to markets, credit, licenses and supplies. Foreign firms have
participated in the privatization process on equal footing wi th Spanish
buyers.

Protection of Property Rights

Spani sh | aw protects property rights with enforcenent carried out at the
adm nistrative and judicial levels. Any decision, by the Administration
pertaining to property rights, can be appealed first at the adnmnistrative
|l evel and then at the judicial level, which has three |evels of court
appeals. Property protection is effective in Spain, although the systemis
slow. Certain property rights, because of their conplexity, are nore
difficult to protect than others, i.e., intellectual property rights.

Public and private sector enforcenment actions (especially private sector
initiatives), using Spain's new patent, copyright, and trademark |ega
framework, have greatly increased the nunber of crimnal and civil actions
taken against intellectual property pirates. Overall, Spain's illegal narket
for videos, records, and tapes has declined sharply. 1n 1984, according to



trade association sources, illegal videos, records, and tapes nmade up 50
percent of Spain's market. In 1994, according to the sane source, illega
products in this market declined to 5 percent.

Spai n's annual video cassette retail market, which is heavily dom nated by
U.S. production, is estimated at USD 200 million. Currently, pirated video
cassettes represent only 25 percent of the narket conpared to 85 percent five
years ago. Trade associations attribute this decline to the application of
Spain's new intellectual property |laws, particularly successes in some
crimnal cases, and nore efficient policies.

Despite overall inprovenent, software piracy renains a serious problemin
Spai n; the Business Software Alliance (BSA) estimates that 73 percent of PC
software in use has been copied illegally. An anendnent to the law in
Decenber 1993 al |l ows unannounced civil search procedures. |If a software
devel oper has reasonabl e suspicion of an infringement of his copyright, he or
she may ask a judge to pernmit a search of the all eged wongdoers' prenises

wi thout warning. This nmeasure has al ready produced sone searches and
prosecuti on of software pirates

The United States has held informal consultations with Spain regarding the
i nportance the United States attaches to the protection of intellectua
property. Spain was dropped fromthe Special 301 "watch list" in April 1995.

Regul atory System Laws and Procedures

Spai n noderni zed both its conmercial laws and regulations following its 1986
entry into the E.U Local regulatory framewrk conpares favorably wi th ot her
maj or European countries. Bureaucratic procedures have been streanlined and
nmost red tape has been elimnated. Labor |aws and regul ati ons have been the
exception, although the 1994 Labor Reform Laws and the pact signed between

| abor and business, in April 1997, may signal a change.

Bilateral |nvestnent Agreenents

Spai n concluded bilateral investnent agreenents with Hungary (1989), Mbdrocco
(1989), Bolivia (1990), the Czech Republic (1990), Russia (1990), Argentina
(1991), Chile (1991), Tunisia (1991), China (1992), and Uruguay (1992).

OPI C and O her Investnent |nsurance Prograns

As Spain is a nenber of the European Union, OPIC insurance is not applicable,
nor are other insurance programs. Various E. U directives, as adopted into
Spani sh | aw, adequately protect the rights of foreign investors

Labor

Enpl oyment estimates for 1998 show that there were about 13.3 million
Spaniards in the work force. This figure was expected to clinb to 14.0
mllion for 2000. Meanwhile, unenploynent is expected to continue its
decrease fromthe 1994 high of 24.2 percent down to 18.8 percent in 1998.
Conservative estimtes predict unenploynment will decline to 17.0 percent in
2000.

Despite recent inprovenents in job creation, Spain continues to have the
wor st unenpl oynment figure in the E.U  Enployers have long criticized Spanish



| abor |aw (nuch of which originated in the Franco era) as unusually
inflexible with very high severance paynents, thus discouragi ng new hiring.
Labor market refornms in 1994 and 1997 have eased but not fundanentally
changed this situation, with the result that one third of all enployed
Spani ards are Tenporaries. The governnent is unlikely to address this
situation with further reforns until after general elections, which are due
by March 2000, if then

Though dues-payi hg uni on nmenbership is anong the lowest in the E U
(generally estinmated to be about ten percent), unions are involved in
negoti ating collective agreenents for over half the work force. Under the
Spani sh system workers el ect delegates to represent themto the nmanagenent

every four years. |If a certain proportion of those del egates are
union-affiliated, those unions formpart of the workers' conmittees. Large
enpl oyers general ly have individual collective agreenments. |n industries

characterized by smaller conpanies, collective agreenents are often
i ndustry-w de or regional

The constitution guarantees the right to strike, and it has been interpreted
to include general strikes called to protest government policy. There have
been many strikes in recent years, the nobst recent being a major truck-
drivers strike in February 1997 which paral yzed road transportation in
northern Spain for 11 days.

For ei gn- Trade Zones/ Free Ports

Manuf acturers mainly use free ports, foreign-trade zones, and other custons-
free areas for exporting purposes. Mnufacturers that set up an operation in
this area enjoy the advantages of inporting their supplies w thout any
custons duties. These conpani es have to abide by Spanish | abor | aws.

Capital Qutflow Policy

The government actively encourages Spani sh investnment abroad as a way to

di versify the Spanish econony. However, Spain's presence is still small in
nmost regions of the world, with the notable exception of Latin Anerica where
investnent in energy, utilities, construction, finance, insurance nad

tel econmuni cati ons has taken off dramatically in the past four years.
Spani sh conpani es (sonme of them ex state-owned nonopolies, recently
privatized) have acquired a controlling interest in some of the |argest
compani es in these sectors in Brazil, Argentina, Chile, Peru and Venezuel a.
In 1999, Spain's dom nant energy conpany Repsol bought YPF, the Argentine
petrol eum conpany for USD 13.5 billion. In 1998, Telefonica, Spain's newy
privatized tel ecomuni cati ons conpany, paid alnost USD 5 billion for one of
the conpanies that formed part of Brazil's tel ephone nonopoly Tel ebras when
it was privatized in addition to other acquisitions in the Brazilian

tel econmuni cati ons nmarket. O her Spanish enterprises have established a
growi ng presence in sone to the smaller econom es of Central America as well.
As a general policy, the Spanish government supports investnments in
devel opi ng countries through tied-aid credits or devel opnent assistance
progr ans.

In addition, a handful of private conpanies, nostly in the food and beverage
i ndustries, have operations abroad stretching from Europe to Asia and the
West ern Hemi sphere

Maj or Foreign | nvestors




Foreign investment has played a significant role in nodernizing the Spanish
econony over the past 35 years. Attracted by Spain’'s |arge domestic narket,
export possibilities, and growth potential, foreign conpanies in |arge
nunbers have set up operations. Spain’s autonotive industry is al nost
entirely foreign-owed. Miltinationals control half of the food production
conpanies, a third of chenmical firns and two thirds of the cenent sector
Several foreign banks have acquired networks from Spani sh banks, and foreign

firnms control close to one third of the insurance market. In 1998, Spain
recorded a record USD 21.4 billion in new foreign direct investnent - nore
than five times the anount invested in 1994. |n 1998, the largest investors

in Spain remai ned the Netherlands, France, the United States, the United
Ki ngdom and Ger nany.

VI11. TRADE AND PRQIECT FI NANCI NG

Banki ng System

Spain has a diversified nodern financial system which is fully integrated
with international financial nmarkets. The systemincludes credit, stock, and
noney markets, and specific markets for derivatives (options and futures
based on different assets).

The banking systemis regulated by the Mnistry of Econony and Fi nance, the
Bank of Spain, the Directorate General of Foreign Transactions, and the
Directorate CGeneral of the Treasury and Financial Policy.

The creation of the E. U single market in banking and insurance services has
gener ated changes in the Spanish | egal framework. Spain has adopted E U
Directives regulating the equity and solvency ratio of credit institutions,
and the Second Council Directive on banking coordination. It has also
adopted E.U. Directives on the securities nmarket and insurance services.

The inprovenent of Spain’s economic climate is benefiting the banking
industry. Inflation and interest rates are at historic lows. Conpetition in
the banking market is intense and brings down interest rates. Spanish banks
are well capitalized

The Spani sh financial systemcan be classified as foll ows:

1. The central issuing bank: Bank of Spain

2. O her banks:

* Spani sh and forei gn banks

* Savi ngs banks

* Credit cooperatives - Rural savings banks

3. Financial institutions:

* Credit Financial Establishnments (introduced by Law 3/94, inplenenting
the Second EC Directive on banking coordination). These are credit
entities specialized in certain asset products which cannot take public
deposits (leasing, |ending, factoring, nortgage |oans)

* ICOInstituto de Credito Oficial (Institute for Oficial Credit). This

institute acts as the State’s finance agency and i nvestnent bank

4. Investnent institutions:
Col | ective investnment entities:

*



- Investnent conpanies dealing in Marketable Securities, Property
Asset s

- Investnent funds: Marketable Securities, Mney Market Assets,
Property Assets, Mortgage Securities

- Pension Plans and Funds

Venture capital funds and conpani es

O her investnment entities

Br oker s:
St ock market: Stockbroker conpani es and agencies
General : Banks and Security Management and deposit conpanies

* o

*

6. I nsurance and re-insurance conpani es and insurance brokers

The Bank of Spain

The Bank of Spain plays the nost inportant role in the regul ation and

supervi sion of banks and deposit-taking institutions. The Law 13/1994

provi ded the Bank of Spain with a high degree of autonony fromthe Spanish
governnent, as required by the Maastricht Treaty (E.U. ). This Law was

nodi fied by Law 12/1998, which ensures full integration of the Bank of Spain
in the European System of Central Banks, recognizing the Central European
Bank’ s authority to define nmonetary policy within the E. U The Bank of Spain
acts as a banker to the governnent and banking system supervi ses operations
of other banks and credit institutions, maintains centralized information
system and regul ates exchange controls and forei gn exchange narkets.

The establishnent of the European Mnetary Union (EMJ) and, consequently, the
creation of the Central European Bank, affected some of the functions
performed by the Bank of Spain. According to the EMJ s schedul e of

i npl ementation, the Central Bank has conplete responsibility over nonetary
and exchange policy beginning in January 1999. The Bank of Spain cooperates
with the Central Bank

Banks

Private and savi ngs banks are inportant because of their volume of business
and because their activities cover all segnents of the econony. O the 158
regi stered private banks in Spain, there are 105 donestic, 33 branches of
forei gn banks headquartered in the E.U and 20 with headquarters in non-E. U
countries, including four U S. banks. Together they have over 17,500 branch
offices. Many of them al so maintain an international presence.

Most Spani sh banks provide a full range of services to corporate and private
customers, including international financing (collections and paynents).

The Spani sh Savi ngs Bank Confederation conprises 51 confederated savings
banks and 12 regi onal savings bank federations, with nore than 15, 000 branch
offices. Savings banks are well-established institutions attracting a
substantial portion of private savings in Spain. They lend primarily to
private custonmers via nortgages and | oans. These institutions are al so
active in financing nmajor public and private projects by subscribing and

pur chasi ng fixed-income debt securities.

Many Spani sh banks have nmerged to inprove, in part, their position in view of
the E.U single market for banking services. As part of this process, a

hol ding entity, Argentaria, has been created to group state-owned holdings in
various banks into one single entity. Argentaria s privatization process was



completed at the end of 1998. |n January 1999, Banco de Santander and Banco
Central H spano reached an agreenent to nmerge and formthe | argest Spanish
bank, the Banco de Santander Central Hi spano (BSCH).

Spani sh | egi sl ati on governing the incorporation of banks is regul ated by
Royal Decree 1245 dated July 14, 1995. Authorization to carry out banking
activities is the responsibility of the Mnistry of Econony and Fi nance at
the recomendati on of the Bank of Spain. Foreign banks already authorized in
anot her E.U. nmenber country do not need authorization fromthe Bank of Spain
to set up a branch or representative office in Spain. The conditions of
access to the Spanish financial systemare the same for both Spani sh and
forei gn conpani es.

I nvest nent and Brokerage Entities

Spain is taking steps to inprove its investnent and brokerage entities. For
exanple, it has inplenmented new regul ations to strengthen financial reporting
by collective investnent operators. Furthernore, the governnment has begun to
recogni ze new types of investnment organi zations such as venture capital funds
and conpanies. Additionally, Spain has created tax relief measures to
elinmnate the extra costs involved in using this mediumfor investnents.

These neasures have led to a notable increase in the nunber of these
institutions and in the volune of their investnent. Property investnent
funds al so exist in Spain, thus conpleting the process of adaptation to and
standardi zation with collective investnent instrunments in the E U

Credit Market

The Spanish credit market is structured around private banks, which attract
nost private and corporate savings and use their funds to provide financing
for the private sector. These banks al so operate as investors and
underwiters in the stock market. They adjust their liquidity by interbank
and noney market transactions.

The process of liberalization of capital novenents in the E U is making it
easi er for Spani sh conpanies to obtain financing from abroad.

Di stri buti on of | oans

According to Spanish Central Bank statistics, the Spanish banking systens
distributed a total of USD 663.4 billion in loans in 1998, with the public
adm nistration receiving only 6.0 percent of these loans (USD 39.5 billion).
St ock Mar ket

The Spani sh Stock Market conprises four stock exchanges. After dealing only
in stock and bond issues, Spain's stock exchanges have undergone a process of
renovati on, which has brought new ways of operating and new types of
financial assets.

Leadi ng Spani sh private conpani es and banks are listed on the stock narket.
Also listed are guaranteed bills, prom ssory notes issued by the Spanish
branches of foreign banks, and sonme foreign conpanies' shares. Certain
non-resident entities may al so i ssue bonds denoni nated i n pesetas (matador
bonds) in the Spanish market.

The Spani sh system of market regulation is based on a British/U S. nodel.
Its primary objectives are to protect snall investors and the market itself.



Spain has a single conputerized and centralized continuous stock market, in
whi ch insider trading is penalized. A National Stock Exchange Conmi ssion
supervi ses the system and cooperates in developing its regul ations.

The conpetitive securities market has a three-day settlement system Trading
on credit is permitted and new hedging instrunents, index and warrant

options, are available. Furthernore, the governnent has enacted stricter and
nmor e conprehensive regul ati ons regardi ng takeover bids. Qher positive

devel opnments for the stock market in Spain include the establishment of

mar kets for options and futures and an unofficial second market for trading
in fixed-income assets. These advances have nmade the Spani sh securities

mar ket nore transparent and safer.

In the last two years the Spanish government has carried out a privatization
process. Several state-owned compani es such as Tel ef oni ca

(tel econmmuni cations), Repsol (oil and chem cals), Tabacal era (tobacco),
Argentaria (bank) and Endesa (energy) have been partially or totally
privatized. |In some cases, individual investors have acquired a significant
percent age of shares

Money Mar ket

The Bank of Spain bases Spain's noney market fundanentally on the issuance of
short-termsecurities, which are taken up by banks, finance conpani es and
noney mar ket operators.

Because of the increased liberalization and greater flexibility of the
Spani sh financial system the noney nmarket has becone increasingly nore
important. Interest rates are ordinarily higher than the rate of inflation
and there is a substantial volune of trading in noney market securities. The
governnent debt market is also inportant in Spain and both resident and
foreign investors use it. For non-residents, favorable tax arrangenents for
investnments in these securities nmake Spain an attractive narket.

Pensi on Pl ans and | nsurance Conpani es

The devel opnent of security investnent conpanies and funds in Spain has

i ncreased during recent years. The Pension Plans and Funds Law of 1987

i ntroduced a new formof saving in Spain. This |law deals with the existence
of pension plans pronoted by enpl oyers, associations, and financial entities.
These plans include favorable tax treatment as well as restrictions on the
use of the funds before retirenent, death or disability takes place.

However, as of January 1998, the accunul ated savings in pension plans can be
used in the events of |ong-duration unenpl oynent or serious illness.

Furt hernore, the new private insurance | egislation, Law 30/1995, requires
conmpanies to formalize their pension plans with an external fund or an

i nsurance contract.

The life insurance narket has al so grown substantially in Spain, due
primarily to the simlarities between survival insurance contracts and
traditional saving fornmulae and the nore favorable tax treatment of the
forner. However, the governnment prohibits the sale of short-term surviva
i nsurance with | ow actuarial content.

In recent years, international insurance conpani es have set up operations in
Spain, either by form ng subsidiaries and branch offices or by purchasing
exi sting conpanies. In nost cases, they have achieved profitable results and
excell ent positioning in the market.



The European Monetary Union, the Euro and the Effects on the Spanish
Fi nanci al System

Spain is one of the eleven E. U -nmenber countries that entered into the EMJ as
on January 1, 1999. The main advantages of the EMJ i ncl ude:

* A decrease of exchange transaction costs and rel ated expenses for
compani es with international operations;

* An increase in opportunities for foreign investors and exporters to
expand busi ness across European national markets;

* Required price stability and econoni ¢ convergence anongst menber states
which will ease long-termindustrial investnent decisions;

* An ease in trans-border trade in Europe;
* H gher degree of standardization of accounting practices, which wll
make it easier for an exporter or investor to bill in one European

currency rather than in 11 | ocal currencies;

* A broader European capital market, offering easier funding in bonds,
cheaper bank products and access to a broader investor basis;

* Easi er treasury nmanagenent for international corporations established
i n Europe; and

* An increased pressure on governments to standardize tax |evels and
elimnate obstacles to conpetitiveness, due to the Euro.

In the mediumto long-term non-E U. conpanies can adopt the Euro in

i nternational business. Forecasts predict that eastern and central European

countries that now align their currencies to the Deutch Mark (DM and African
countries that align theirs to the French Franc (FF) will adopt the Euro for

i nternational business.

The creation of the European Central Bank and the begi nning of the

manuf acturi ng process of Euro notes and coins started in 1998. On January 1,
1999, irrevocabl e conversion rates for E. U currencies to the Euro were
established. The exchange rate for the Spani sh Peseta was established at one
Euro equal s 166. 386 Pesetas. As of January 1, 1999 the Euro replaced the ECU
and started to be introduced into contracts. Since then, prices have been
established both in Euros and in local currencies. |n the sane year, the
European Central Bank will have conplete responsibility for nonetary and
exchange rate policy. 1In the year 2002, the first Euro notes and coins wll
begin to circulate and | ocal currencies will be gradually wthdrawn. Both
types of currencies will be valid until July 1, 2002 when all invoices wll
be expressed in Euros.

Forei gn Exchange Controls Affecting Trade

The adoption in recent years of required E. U regul ations conpleted the

i beralization of the Spanish financial sector. For exanple, exchange
controls and capital novenents are now fully liberalized. Between 1991 and
1993, Spain inplenented several key Royal Decrees. They were:



* Foreign transactions (RD 1816, Decenber 1991), nodified in 1993 (by RD
42/ 1993)and in 1996 (by RD 1638/1996).
* Spani sh i nvestment abroad (RD 671 and 672, July 1992).

Some nain features of Royal Decree 1816/1991 i ncl ude:

Saf eguard cl auses: Under exceptional circunstances, the |aw authorizes the
Spani sh government to prohibit or linit certain financial transactions with
non-residents. This is applicable if the transactions affect Spanish
interests, or if they affect the application of nmeasures adopted by

i nternational bodies of which Spain is a nenber.

Docunenting transactions: For statistical purposes, banks nust docunent noney
transacti ons.

Decl aration to the Bank of Spain: Notification nust be given to the bank when
certain transacti ons occur between residents and non-residents such as:
financing and deferral of paynents and receipts for over a year, offsets of
credits and debits on commercial and financial transactions, and financial

| oans received from non-residents.

Prior notification: This regulation requires prior notification for the
export of coins, bank notes and bearer checks, in either | ocal or foreign
currency, for anmpbunts over one mllion pesetas per person, per trip. Prior
notification is also required for quantities comng into Spain of nore than
one nillion pesetas.

Prior authorization: Prior adnministrative authorization is required for the
export of coins, bank notes, and bearer checks, in either |local or foreign
currency, for amounts over five mllion pesetas per person, per trip.

Bank accounts: Non-resident individuals and conpani es can nmi ntai n bank
accounts under the same conditions as residents. The only requirenent is
docunent ati on of non-resident status.

For exchange control purposes, residents are:
I ndi viduals who live in Spain
Conpanies with registered offices in Spain
Branches or subsidiaries of foreign conpanies or of individuals Iiving
abr oad

General Availability on Financing

Banks are the primary source for short and long-termcapital. Wile short-
termfinancing is relatively easy to obtain, banks are very cautious about
| endi ng medi um and long-termfunds. Only the | argest conpani es have easy
access to these types of |oans.

The nost inportant types of short-termfinancing are nade t hrough | oan
agreenents (polizas de credito), discounting of comercial bills, and | oans
made against bills drawn on the borrowi ng conpany to the order of the bank
(efectos financieros). Under a "poliza de credito" (the usual termis six
mont hs) the borrower has access to credit up to the maxi mum anount negoti ated
in the | oan agreenent. Spanish borrowers prefer "polizas" to | oans nmade
against bills (efectos financieros or |etras financieras) because the latter
are subject to stanp tax. Commercial bills and other trade instrunments are



general |y di scounted under an overall credit |ine agreed upon by the bank and
its client.

Banks usually offer these lines for one year and prefer that short-term paper
(30, 45 or 90 days) be passed through the line. Local conpanies that wish to
raise their discount ceilings can nornally do so by opening term or savings
accounts equal to 5-20 percent of their drawings. Equity financing is also
avail abl e.

Savi ngs banks offer mainly, but not exclusively, credit for projects within
their local areas. Loans offered are directed towards the financing of |ong-
term housing and agriculture as well as to projects that create new jobs and
i mprove the infrastructure of the area.

The Oficial Credit Institute (1CO, a state supported agency, offers special
terns on loans for industrial restructuring and for smaller firns.

Credits fromthe European Investnent Bank are increasingly significant in
Spain and are available for investnment projects directed to the devel opnent
of selected sectors and regions.

How t o Fi nance Exports/ Mt hods of Paynent

Met hods of paynent are the instrunments used in international trade to
guarantee collection of funds and reduce the commercial risk. The nethods of
paynment nost commonly used in Spain for international trade are:

Checks (cheque): While bank checks offer security in transactions, (since the
bank issuing the check needs the guarantee of the transfer to issue it),
personal checks do not offer enough guarantees agai nst conmercial risk as the
bank does not guarantee the funds in the account of the person issuing the
check.

Paynment Order (orden de pago): In this case, the inporter gives an order to
the bank and, by using a correspondent bank in the sanme country, pays the
exporter’s bank the anmount due. The initiative for the paynment in this case
is the inporter’s responsibility. These transfers, via SWFT, are a common
practice in the Spani sh banking system

Docunent s agai nst paynent (renesa docunentaria): Exporters use this
instrument to ensure the possession of the nerchandi se until the collection
of funds, or at least until the inporter accepts a bill of exchange.

Docunentary Credit (credito docunmentario): This nethod of paynent offers
safer conditions in the transaction, due to the involvenent of banks in both
countries. In this case, the inporter’s bank ensures agai nst the entrance of
a third party (an exporter, the bank or a correspondent bank).

In general, foreign products are inported by using irrevocable letters of
credit agai nst docunents, particularly during the first year of business.
Opening irrevocable letters of credit is a straightforward process in Spain
t hrough which inporters can insure agai nst exchange risk with their banks.
Wien a long-termrel ationship has been established between a supplier and a
customer, credit may be negotiated. Paynent practices are 30, 60 and 90 day
terns. However, for |arge orders, payment conditions are established on a
case by case basis.

Types of Avail abl e Export Financing and | nsurance




Nunmerous financial organi zations exist to assist American exporters. They
i ncl ude conmerci al banks and private financial sources such as factoring,
forfeiting and confirm ng services. U S. Governnent progranms are al so
available to assist the U S. exporter. Several federal, state, and | oca
gover nnent agencies offer many types of prograns. Sone are guarantee
prograns that require the participation of an approved |lender. C her
prograns provide |oans or grants to the exporter or a foreign government.

Conmrer ci al banks use government guarantee and insurance prograns to reduce
the risk associated with | oans to exporters. Lenders who are concerned with
an exporter's ability to pay often use governnent prograns to reduce the risk
that woul d otherwi se prevent them from providing finance.

For assistance in determining which financing options nmay be avail abl e,
compani es shoul d consult the foll ow ng sources:

The exporter's international or donestic banker

The exporter's state exports pronotion or export finance office
A Departnent of Commerce District office.

The Export-Ilnmport Bank of the United States (Exlnbank).

* % k%

Availability of Project Financing

The Export-Ilnport Bank of the United States (Exlnbank) is the federa
governnent's trade finance agency, offering many progranms to address
financial needs of Anmerican firms. Qher agencies fill various market

ni ches. The Departnment of Agriculture offers a variety of prograns to foster
agricultural exports. The Small Business Administration (SBA) offers
prograns to address the needs of smaller exporters. The Overseas Private

I nvest ment Corporation (OPIC) provides specialized assistance to U S. firns.
The Agency for International Devel oprent (USAI D) provides grants to
devel opi ng nations that can be used to purchase U. S. goods and services.

Types of Projects Receiving Financing Support

As nentioned in previous sections, U S. exporters nmay receive financing in
support of their exporting efforts fromdifferent institutions in the US
and for different types of projects. For Spain, there are several types of
grants and incentives offered fromthe different |evels of governnent

(Eur opean, Spanish National Government and regional and |ocal authorities).
These incentives can be classified as:

* State and regional incentives for training and enpl oynent, especially
focused on inproving qualifications of active workers and under skilled
wor kers, and to foster indefinite enploynent,

* State and regional incentives for specific industries, providing financia
aid and tax benefits for activities in certain industries in priority sectors
(e.g., agrofood industry, energy, mning, technol ogical inprovenent, R&D).

I ncentives for technol ogi cal devel opnents are managed through the ATYCA
Initiative of the Mnistry of Industry, under two nmain prograns: |ndustrial
Technol ogi cal Devel opnent Program and Industrial Quality and Safety Program

* | ncentives for investnment in certain regions, to pronote econonmic growh in
| ess devel oped areas (Economic Pronption Areas and Special Areas) with a
ceiling of up to 50 percent of the investnent,



* State incentives for snmall and nmedium firms, known as "Iniciativa PYME"
The Directorate General for Small and Medium Firnms has | aunched severa
prograns addressed specifically to SMES: the Business Cooperation Program
the Programto Pronpote Information Services, Design Prograns and Fi nancing
Pr ogr ans,

*Incentives for Internationalization primarily addressed to Spanish firns
willing to invest abroad or foster their business activities abroad,

* E.U incentives and grants, focusing especially on depressed European
regions or those with the | owest |evels of incone and hi gh unenpl oynent.
These E. U. incentives are routed through Spanish institutions. Sone of these
E.U. instruments are:

a) European Investnment Bank: Loans fromthis entity rmay cover up to 50
percent of the projects and are especially ainmed to pronote projects of
interest for several states in the areas of energy, environnent and
i ndustrial devel opment for SMEs.

b) European Investnment Fund (EIF): Has the objective of increasing
i nvestments in the Paneuropean transportation network, telecomunications and
energy industries.

c) Structural Funds: These are one of the largest chapters for E U
expenditure and are used to fund structural inprovenents in the |ess
devel oped E. U. nmenber States. Sone of these structural funds are the
Eur opean Social Fund (ESF, especially ainmed to fund official agencies and
non-profit organi zations), the European Agricul tural Guidance and Cuarantee
Fund (EAGGF, to inprove processing and narketing conditions of farm and
fishery products), the European Regi onal Devel opment Fund (ERDF, for
i ndustrial, educational and health care infrastructure), and the Cohesion
Funds (to pronote econom c and social progress, renmoving differences in
living standards). In the past, Spain has been a beneficiary of these
Cohesi on Funds, which primarily co-finance Trans-European transportation and
envi ronnmental projects.

Li st of Banks with Correspondent U.S. Banki ng Arrangenents

Al'l major Spanish banks have agreenents with one or several U S. banks. (See
list of banks in Appendix E.)

I X. BUSI NESS TRAVEL

Busi ness Cust ons

There is no substitute for face-to-face neetings with Spanish business
representatives to break into this market. Spaniards expect a persona
relationship with suppliers. [Initial conmmunication by phone or fax is far
| ess effective than a personal neeting. Mil canpaigns generally yield
meager results. Less than 30 percent of |ocal managers are fluent in
Engl i sh.

Spani ards are nore formal in personal relations than Anericans but nuch | ess
rigid than they were ten years ago. The biggest mistake a U S

busi nessperson can nmeke is to assunme doing business in Spain is just like
doi ng business in Mexico and Latin America; Italy or France would be a better
conparison. A hand-shake is custonmary upon initiating and cl osing a business
nmeeting, acconpani ed by an appropriate greeting. Professional attire is
expected. Business dress is suit and tie and business cards are required.



Spani ards tend to be "conservative" in their buying habits. Known brands do
wel | . Large government and private sector buyers appear nore confortable
dealing with other |arge, established organizations or with firnms that are
recogni zed as |leaders within their sectors.

Travel Advisory and Visas

Spain is a devel oped and stable denbcracy with a nodern econony. Touri st
facilities are wi dely avail abl e.

Entry requirenents: A passport is necessary but a visa is not required for
tourist or comercial stays of up to three nonths. Holders of official or

di pl omatic passports need a visa. Under the Schengen accord, U S. citizens
may travel w thout a visa between Spain and other Schengen countries
(Austria, Belgium Denmark, France, Finland, Germany, G eece, Iceland, ltaly,
Luxenbour g, Netherl ands, Norway, Portugal and Sweden). U. S citizens may
reside visa-free up to three nonths within the conbined Schengen countries
during any six-nonth period. The Spanish police may grant additional three
month stays in Spain for exceptional circunstances. Before the initia
period of tenporary residence expires, one may apply for an extension at any
Spani sh police station. The extension applies only to Spain, not to other
Schengen states. After an extension, a U S. citizen nust apply for a

resi dency, work or student permt or |leave the country for at |east six
months. To apply for a permt, one nust first acquire the respective visa at
a Spani sh Consulate in the place of last residence. There is no mechani sm
for applying for the visa in Spain or for applying for a residence pernit

wi thout the visa. For further information concerning entry requirements for
Spain, travelers may contact the Enbassy of Spain at 2375 Pennsylvani a Avenue
NW Washi ngt on, DC 20037, tel: (202) 728-2330, or the nearest Spanish

consul ate in Boston, Chicago, Houston, Los Angeles, Mani, New Ol eans, New
York, San Francisco, or San Juan.

Medi cal facilities: Good nmedical care is available. U S. nedical insurance
is not usually valid outside the United States. Travel ers have found

suppl enental medi cal insurance with specific overseas coverage to be usefu
since doctors in Spain expect up-front paynment. The Center for D sease
Control's international travelers hotline can provide further information on
health matters: (404) 332-4559.

Crime information: Mnor crines such as pickpocketing, robbery, and theft
fromcars are frequent and are often directed against unwary tourists. Theft
of small itens |ike radios, |uggage, caneras, briefcases, and even cigarettes
fromparked cars is a conmon problem Spain also has a very low, but rising,
rate of violent crinme, and victins are sonetinmes choked or pushed to the
ground. Thieves often attenpt to distract victins by first squirting nmustard
on their clothing, asking for directions on the street, etc. The Anmerican
Enmbassy al so frequently receives reports of roadside thieves posing as "good
samaritans" to persons experiencing car problens. The thieves typically
divert the driver's attention by pointing out a nechanical problemthen stea
itenms fromthe vehicle while the driver is |ooking away. The Enbassy advises
drivers to be extrenely cautious about accepting help from anyone other than
a uniformed Spanish official. Travel ers who accept unofficial assistance are
advised to protect their valuables by keeping themin sight or |ocking them
in the vehicle. Bags or other articles left unattended in Spain are likely
to be stolen. Andorra has a low rate of crine.



The | oss or theft of a U S. passport should be reported i Mmediately to the

| ocal police and the nearest U S. Enbassy or consulate. Travelers are urged
to keep a photocopy of docunentation evidencing U S. citizenship and to keep
ori gi nal docunments such as passports in a hotel safe or other secure

| ocation. Applicants for replacenent passports nust present evidence of
identity and citizenship. US. citizens can refer to the Departnment of
State's panphlet, A Safe Trip Abroad, for ways to pronote a nore trouble-free
trip. The panphlet is available fromthe Superintendent of Public Documents,
U S. Government Printing Ofice, Washington, D.C. 20402

Drug penalties: U S. citizens are subject to the laws of the country in which
they are traveling. In Spain, penalties for possession, use, or dealing in
illegal drugs are strict, and convicted of fenders can expect jail sentences
and fines.

Terrorist activities: Civil disorder in Spain is rare. Terrorismdoes not
pose a significant threat to Anericans in Spain. |In the past, two Spanish
terrorist organi zations, ETA and GRAPO, have sonetines bonbed touri st
facilities during the sunmer. These attacks were apparently planned so as to
avoid inflicting casualties. They have been | ess frequent and | ess numerous
in recent years. Neither group has ever targeted a U S. citizen. The only
Anerican casualty due to terrorismin Spain was a chance victimof a bonbing
directed at others. |In Septenber 1998, ETA declared a tenporary cease fire,
halting its violent activities. ETA is expected to nake this cease fire
permanent in June 1999.

Regi stration: U.S. citizens who register in the consular section at the U'S
Enmbassy or consul ate may obtain updated information on travel and security
wi t hi n Spai n.

Enbassy and consul ate |l ocations: The U S. Enbassy in Madrid is |ocated at
Serrano 75 and is open from9:00 a.m to 6:00 p.m; telephone (34-91) 587-
2200. The Consul ar Section is open to the public in the nornings only.
Anerican Citizen Services, including passport services, is open from 9: 00
a.m to 1:00 p.m There is a U S. Consulate in Barcel ona, at Paseo Rei na

El i senda 23, tel ephone (34-93) 280-2227. There are al so Consul ar Agencies in
the follow ng | ocations:

* Ml aga, at Centro Conercial "Las Ranmpas" Fase 2, Planta 1, locales 12-G7
and 12-G 8, Fuengirola, tel ephone (34-952) 474-891, hours 10:00 a.m to
1: 00 p. m;

* A Corufia, at Canton Grande, 6-8E, telephone (34-981) 213-233, hours 10: 00
a.m to 1:00 p.m;

* Las Palmas, at Edificio Arca, c/Los Martinez de Escobar, 3, oficina 7
t el ephone (34-928) 271-259, hours 10:00 a.m to 1:00 p. m;

* Palnma de Mallorca, at Av. Jaine Il, 26 entresuelo, H 1 tel ephone (34-971)
726- 660, hours 10:00 a.m to 1:00 p.m;

* Seville, at Paseo de las Delicias 7, tel ephone (34-954) 231-885, hours
8:30 aam to 1:30 p.m and 2:30 p.m to 4:30 p. m

* Valencia, at Calle de la Paz 6-5, |ocal 5, telephone (34-96) 351- 6973,
hours 10:00 a.m to 1:00 p.m



Hol i days

Nati onal holidays: The Governnent of Spain publishes a |ist of holidays every
year. The list for 2000 is not available yet. In any case, it will not
differ much fromthe following 1999 I|ist.

Jan. 1 (New Year's Day); Jan. 6 (Epiphany); Mar. 19 (Father’s Day); Apr. 6 &
7 (Holy Thursday & Good Friday); May 1 (Labor day); Aug. 15 (Assunption);
Cct. 12 (National Day); Nov. 1 (Al Saints' Day); Dec. 6 (Constitution Day);
Dec. 8 (Feast of the Immacul ate Conception); Dec. 24 & Dec.25 (Christmas).

In addition to these national holidays there are many |ocal holidays which
vary by region and city. In Madrid: May 2 (Madrid Comunity Day); May 15
(Feast of Saint Isidro (Patron Saint of Mdrid)

Wor k Week

The wor kdays abutting Spani sh holidays and vacation periods are not a good
time to schedul e busi ness neetings. Neither are the nonth of August nor the
several vacation periods around Christnas and Easter. Business hours in
Spain are generally 9:00 a.m to 6:00 p.m Mnday through Friday. Banking
hours are 8:30 a.m-2:30 p.m during the week, and sonetines Saturday
nmorni ng. Department stores are generally open 10:00 a.m to 8:00 p.m,
Monday through Saturday. To ensure availability, appointnents are

r econmended.

Busi ness I nfrastructure

Conmuni cati ons: Tel ecomuni cations to and from Madrid conpare favorably with
those in any large U S. city. A direct-dial telephone systemlinks Spain to
the U S. and nost of the world. Calls to the United States may be charged to
i nternational tel ephone cards such as AT&T (900-99-00-11), M (900-99-00-14)
and Sprint (900-99-00-13). You can also use these nunbers to place coll ect
calls to the U S. or for international directory inquiries if you own any of
the three calling cards. |[If you do not carry an international telephone
card, you may al so reach the local international directory by dialing 025.
Due to recent changes in the network, ol der tel ephone nunbers may be

i nconplete or incorrect. Since 1998, provincial codes, two or three digit
codes beginning with 9, are obligatory even within regions. In April 1999
the first digit of nobile tel ephone nunmbers was changed to 6. Public phones
in Spain accept coins and Tel ef 6ni ca debit cards. Some public phones al so
accept conmercial credit cards.

Transportation: Frequent direct air service is available to major U S. cities
from Madrid and Barcelona. Airports in both Madrid and Barcel ona have good
bus service to dowmntown. Taxis are easily available at major cities all over
Spai n.

Nunmerous Anerican citizens contact the Enbassy saying a cab driver charged
them an outrageous fee. Rates are posted in all normally licensed taxis. In
addition to the initial charge and m | eage various suppl enents may be added:
e.g., for riding to the airport (350 Pt), rides to a bus or train station

and service on holidays or between 11 pmand 6 am (all 150 Pt), or handling
baggage (100 Pt/bag). A trip to or fromBarajas Airport and downtown Madrid
ranges from 2000 to 3000 Pesetas. “Auto-taxis” are under a different
licensing scheme and drivers set their own rates. Travelers arriving at the
airport are likely to be approached by auto-taxi drivers who will charge
double or triple the cost of a regularly licensed taxi. Catching a cab at a



taxi stand should avoid this hazard. |f the rate appears unreasonabl e,
request a receipt (un recibo). The receipt should have the taxi's |icense
number in perforated holes at the top right margin.

There is a good hi ghway network |inking major cities in Spain. Secondary
roads are poor in Galicia and Asturias (in the Northwest). The Spanish
railway systemis extensive. There are high speed trains from Madrid to both
Sevilla and Mal aga. Madrid and Barcel ona enjoy excellent railway systens in
their netropolitan areas. Buses and the Metro (subway) in Madrid and

Bar cel ona may be crowded during rush hours but provide fast and efficient
servi ce.

El ectrical Characteristics: Electric current in Spain is 220 volts AC, 50
cycles. Mst U S. electrical equipment and appliances need a transfornmer
and plug adapter.

Climate and d ot hing

Despite differences anbng various regions, Spain has a typical Mditerranean
climte. The weather in the northern coastal regions (looking onto the
Atlantic and the Bay of Biscay) is tenperate and generally rainy throughout
the year, and tenperatures are neither very lowin winter nor very high in
sumrer. The climate on the Mediterranean coastline, including the Balearic
Islands, is mld in the winter, and hot and dry in the sumrer. The nost
extrene differences take place in the interior, where the climte is dry,
with cold winters and hot sumers. The Canary |slands have a climte of
their owmn, with tenperatures constantly around 20 degrees Cel sius (68 degrees
Fahrenheit) and little variation between sumer and winter or day and night.

Ti ppi ng

A service charge is normally included in restaurant bills. Small, additiona
tips are often left for particularly good service. Taxi drivers may be

ti pped by rounding up the paynent to include up to five percent of the fare.
At no time in Spain are tips obligatory.

Commrer ci al Language

Whi | e an increasing nunber of business peopl e speak English, product
literature, correspondence and negotiations in Spanish provide a distinct
advant age over conpetitors who use only English. There are certain regions
in Spain with a second official |anguage: Catalan in Catal onia, Valencia, and
the Bal earic |Islands; Galician/Portuguese in Galicia; and Basque in the
Basque country.

Hotel s and other tourist infrastructure: Spanish hotels are conparable to
those found in the rest of the E U  Spain has a good network of hotels al
over the country. The "paradores", a chain of national hotels, offer good
acconmodati ons, usually in very scenic and/or historic settings. A hotel is
al ways easy to find when traveling in Spain.

Car rental services can be found in najor cities, airports and hotels. Mbst
of the large U.S. car rental conpanies are established in Spain.

G oceri es
Food is of excellent quality in Madrid and other principal cities. Although

many American products are hard to find, certain supernarkets carry a w de
range of local and inported products.



Tenporary Entry O Laptop Conputers And Working Material.

Laptop conputers for personal/busi ness use do not require any special
docunentation. COccasionally, the Custonms service at Madrid s Barajas airport
(tel. +34-91-393-7552), decides shipping a |aptop constitutes a tenporary
importation requiring the presentation of a warrant: a cash deposit or a
statenent froma Spani sh bank stating an inport tax will be paid if the

equi pnent is sold in Spain. Before |eaving Spain, the equipnment and
necessary forns shoul d be taken to the Custonms Office at Barajas airport for
rei nbursenment of the deposit.

FOR MORE | NFORVATI ON

U. S. Business Travel ers are encouraged to obtain a copy of the "Key Oficers
of Foreign Service Posts: "@uide for Business Representatives" available for
sal e by the Superintendent of Docunents, U S. Governnment Printing Ofice,
Washi ngton, D.C 20402; Tel. (202) 521-1800; Fax: (202) 512-2250. Business
travel ers to Spain seeking appointnents with U S. Enbassy Oficials in Madrid
shoul d contact the Commercial section in advance. The Comercial section can
be reached by tel ephone at (34) 91-564-8976 or by fax at (34) 91-563-0859.

X. Appendi ces

Appendi x A: Country Data

Profile
1996 1997 1998
- Population (mllion) 39.3 39.4 39.9
- Popul ation growth rate ( percent) 0.4 0.4 0.4
- Religion 90 percent Catholic
- Governnment System Par | i amentary Monarchy
- Languages Spani sh (official), Catalan, Basque
and Gal i ci an/ Port uguese.
- Wirk week 40.0 40.0 40.0
Appendi x B: Donestic Econony
1997 1998 1999
(Estimate)
- GDP current prices (trillion pta) 77.8 82.7 87.5
- GDP current prices (USD bil.) 531.3 553. 2 564. 4
- GDP growth rate (real percent) 3.5 3.8 3.5
- GDP per capita (USD) 13, 165 13,925 14,181
- CGovernnent deficit (percent GDP) 2.7 1.8 1.6
- CPI (percent change Dec/ Dec) 2.0 1.4 1.8
- Unenpl oynent (avg.) 20. 8 20.0 18.0
- Foreign exchange reserves (USD bil.) 75.0 75.0 75.0
- Avg. exchange rate (ptal/USD) 146. 4 149. 4 155.0
- Debt service ratio N A N A N A

Source: I NE, Banco de Espafia and BCH (figures from June, 1998)

Appendi x C. Trade




(USD billions)

- Total Spanish exports 102
- Total Spanish inports 122

- Spani sh exports to U. S. (1)

- Spani sh exports to U S. (2)

- Spanish CIF inports fromU.S. (1)

- Spani sh custons inports fromU. S. (2)
- US. share of total exports(%

- US. share of total inports (%

(1) Spanish official statistics

1996

orOINERE
W N U1~ W W U100

(2) U S. Bureau of the Census: Custons Data.

Appendi x D. Investnent Statistics

(USD nillions)
1996

Tot. for. dir. invest. in Spain 16, 423
US. dir. invest. in Spain 1, 367
U.S. share of tot. dir. invest.(% 8.3
Tot. Spani sh invest. Abroad 9, 740
Spani sh investnment in U S. 549
U S. share of tot. Spanish invest.(% 5.6

Foreign Direct Investnent in Spain (1998):

Eur opean Uni on: 55. 4
O whi ch:
The Net herl ands 18.6
France 12.9
United Ki ngdom 3.8
Ger many 7.4
Italy 2.8
QG her E.U countries 9.8
Foreign Direct Investnent in Spain (1998):
Manuf act uri ng 35.18
Fi nanci al & other services 14. 04
Conmer ce & Repair services 15. 42
Hot el s 0.61
Transportation 2.98
Extraction Industries 1.06
O her 30.71

1997

105.
123.

ORrNNEE
WA N~NONUOIN

1997 1998

21,
11

81

177 21, 392
352 1, 876
7.7 8.8
624 18, 703
630 461
4.7 2.5

Geogr aphi ¢ Breakdown

per cent

per cent
per cent
per cent
per cent
per cent
per cent

Sect or al

per cent
per cent
per cent
per cent
per cent
per cent
per cent

Br eakdown

Source: Mnistry of Econony and Finance's Bol etin Econdm co

Appendix E - U.S. and Country Contacts

United States Enbassy in Spain

1998

109.
133.
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Addr ess: Serrano 75
28006 Madrid
tel: (34-91) 587-2200
fax: (34-91) 577-5735

Mai | i ng Address: American Enbassy
(fromthe U S.) PSCH61
APO AE 09642

Anbassador : Edwar d Rormer o
Deputy Chief O M ssion: Janes D. Wl sh
Counsel or for Admin. Affairs: Joseph Schrei ber
Counsel or for Agricultural Affairs: Robert W cks
Counsel or for Cultural Affairs: Panel a Cor ey- Ar cher
M nister for Political/Econom cs Affairs: M chael Butl er
Counsel or for Economic Affairs: St ephen V. Nobl e
Def ense Attache: COL. Bruce Bal bin
O fice of Defense Cooperation: CAPT. Leroy E. Sheehan
Consul General Madri d: Philip French
Consul GCeneral Barcel ona: Doug Smith

The Conmerci al Servi ce:
- Muadrid:

Address: Paseo de |la Castell ana 52, 2nd fl oor
tel: +34-91-564-8976
fax: +34-91-563-0859

Mai |l ing Address fromthe United States:

Aneri can Embassy
FCS Madrid
PSC#61, Box 21
APO AE 09642

Mai | ing Address fromoutside the United States:

Anmeri can Enbassy Madrid
Commerci al Service
Serrano 75

28006 Madrid, Spain

Counsel or for Conmercial Affairs: Raf ael Fernoselle
Commerci al Attaché: St ephen Morri son
Assi stant Commercial Attaché: Harry Tyner

- Barcel ona:

Addr ess:

P. Reina Elisenda de Montcada 23
tel: +34-93-280-2227
fax: +34-93-205-7705

Mai ling Address fromthe United States:



Aneri can Consul ate CGener al
Commerci al Section

PSC#61, Box 0005

APQO, AE 09642

Mai | i ng address from outside of the United States:

Armeri can Consul ate General Barcel ona
Commerci al Service

P. Reina Elisenda de Mt cada 23
08034 Barcel ona, Spain

Commer ci al Consul : Loui s Santanmari a
U. S. DOC Country Desk:

Ann Corro

Spai n and Portugal Desk O ficer
U S. Department of Conmerce
tel: (202) 482-3945

fax: (202) 482-2897

TPCC Trade Informati on Center: 1-800-USA- TRADE
Foreign Agricultural Service
Addr ess:

Paseo de |l a Castellana 52 - 2 floor
Tel e: +34-91-564-5275
Fax: +34-91-564-9644

Mai ling Address fromthe United States:

O fice of Agricultural Affairs
Anmeri can Enmbassy- Madrid

PSC- 61 (Box-20)

APO AE 09642

Mailing fromoutside of the United States:

Aneri can Enbassy

O fice of Agricultural Affairs
Aneri can Enbassy Madrid
Serrano 75

28006 Madrid, Spain

American O ficers:

Agricul tural Counsel or: Robert W cks
Agricultural Attache: Chris Rittgers
Area Oficer

Philip A Letarte

Sout hern Europe Area O ficer
U. S. Departnment of Agriculture
Foreign Agricultural Service



Room 5092 Sout h Bl dg. ..

14t h and | ndependence Ave. S. W
Washi ngton, D.C. 20250

Tel e: (202) 720-2144

Fax: (202) 690-1149

U. S. Departnment of Agriculture
Foreign Agriculture Service

Trade Assi stance and Pronotion Ofice
tel: (202) 720-7420

U. S. Governnment Organizations, Washi ngton, DC

U S. Departnment of State
O fice of Business Affairs
tel: (202) 746-1625

fax: (202) 647-3953

Overseas Private Investnment Corporation (OPIC)
tel: (202) 336-8799

Spani sh Gover nment O gani zati ons

M nisterio de Agricultura, Pesca y Alinentacio6n
(Mnistry of Agriculture, Fisheries, and Food Products)
Paseo de la Infanta |sabel, 1

28014 Madrid

Phone +34-91-347 5000

Secretaria General de Producciones y Mercados Agrari os

M nisterio de Agricultura, Pesca y Alinentacio6n

(Secretary CGeneral of Agricultural Production and Markets)
Jose Abascal, 4

28003 Madrid

Phone +34-91-347 66 00

Direcci on General de Sanidad Agraria
(Departnent of Agricultural Health)
Vel &zquez, 147

28002 Madrid

Phone +34-91-347 82 33/4

Fax +34-91-577 62 32

Di recci 6n General de Sal ud Publica
(Departnent of Public Health)
Paseo del Prado, 18

28014 Madrid

Phone +34-91-596 20 38

Fax +34-91-596 20 47

Subdi recci 6n General de Conercio Exterior de

Productos de Origen Animal y sus Derivados

M nisterio de Conmercio y Turisno

(Departnent of External Commerce for Aninmals and Ani mal By Products,
of Commerce and Tourisn)

Phone +34-91- 349 37 80

Fax +34-91- 349 38 06

M ni stry



Secretaria de Estado Para | as Conuni dades Europeas

M ni sterio de Asuntos Exteriores

(Secretary of State for the European Conmunity, Mnistry of Foreign Affairs)
Maria de Mdlina, 39 Pta 10

28006 Madrid

Phone +34-91-41163 41/ 91-563 71 10

Instituto de Conercio Exterior (I CEX)
(Spanish Institute for Foreign Trade)
P. de la Castellana 14

28046 Madrid, Spain

Phone: +34-91-431-1240

Fax: +34-91-431-6128

Di recci on General de Inversiones Exteriores
(Departnent for Foreign | nvestnent)

P. de | a Castell ana 162

28046 Madrid, Spain

Phone: +34-91-583-7400

fax: +34-91-583-5329

Chanbers of Conmerce

Consej o Superior de Canaras

de Conercio, Industria y Navegaci on

(Hi gher Council of Chanmbers of Conmerce)
M. Carlos Ferrer Sal at

Pr esi dent

Cl audio Coello 19

28006 Madrid

Tel : +34-91-575- 3400

Fax: +34-91-435-2392

Camara Oficial de Conercio e Industria de Madrid
(Madrid Chanber of Commerce and | ndustry)

M. Juan Mato Ji nenez

Pr esi dent

Huertas 13

28012 Madrid

Tel : +34-91-538-3500

Fax: +34-91- 538-3677

Camara Oficial de Conercio, Industria y Navegaci on de Barcel ona
(Bar cel ona Chanber of Commerce, |ndustry and Navi gation)

M. Antoni Negre

Pr esi dent

Avda. Diagonal 452-454

08006 Barcel ona

tel: +34-93-416-9300

Camara Oficial de Conercio, Industria y Navegacion de Bil bao
(Bi I bao Chanber of Commerce, |ndustry and Navigation)
M. Patricio de la Sota

Pr esi dent
Avda. de Recal de 50
48008 Bi |l bao

tel: +34-94-410-4664



Anmerican Chanber of Conmerce in Spain
M. Jose A Manrique

Executive Director

Av. Diagonal 477

08036 Barcel ona

tel: +34-93-405-1266

fax: +34-93-405-3124

Spai n-U. S. Chanber of Commerce
M. Andrew Wi st

Pr esi dent

500 Fifth Avenue

New York, N.Y. 10110

Tel : (212) 354-7848

Spai n-U. S. Chanber of Conmerce
M. Kevin Call ahan

Executive Director

500 Fifth Avenue

New York, N.Y. 10110

Tel : (212) 354-7848

AVERI CAN BUSI NESS COUNCI L
M. Juan Soto Serrano

Pr esi dent

Aneri can Busi ness Counci |
28006 Madrid

Tel : +34-91-631-1604

Fax: +34-91-631-1290

Mar ket Research Firns

ARTHUR ANDERSEN

Rai mundo Fdez. Vill averde 65
28003 Madrid

tel: +34-91-597-0000

fax: +34-91-556-6469

ARTHUR D. LITTLE, SRC
Ceneral Peron 40-A
28020 Madrid

tel: +34-91-597-3375
fax: +34-91-555-4531

A. T. KEARNEY
Castellana 31

28046 Madrid

Tel : +34-91-319-9796
fax: +34-91-310-2292

THE BOSTON CONSULTI NG GROUP
Al cal a 95

28009 Madrid

tel: +34-91-520-6100

fax: +34-91-520-6222

DUN & BRADSTREET SA



Sal vador de Madariaga 1
28027 Madrid

tel: +34-91-377-9100
fax: +34-91-377-9101

ERNST & YOUNG

Pl . Pabl o Ruiz Picasso s/n
Torre Picasso

28020 Madrid

tel: +34-91-572-7200

fax: +34-91-572-7427

PRI CE WATERHOUSE

Po. de | a Castell ana 43
28046 Madrid

tel: +34-91-308-3500
fax: +34-91-308-3566

Spani sh Banks

ARGENTARI A

Cor por aci on Bancari a de Espafia

Contact: M. Franci sco Gonzéal ez Rodri guez
Presi dent

Paseo de Recol etos, 10

28004 Madrid

Tel : +34-91-537- 7000

BANESTO

Contact: M. Alfredo Saenz
Pr esi dent

Paseo de | a Castellana, 7
28046 Madrid

Tel : +34-91-338-1000

BANCO CENTRAL HI SPANO
Contact: Jose Maria Anusategui
Pr esi dent

Al cala, 49

28014 Madrid

Tel : +34-91-522- 4040

Fax: +34-91-521-9703

BANCO GUI PUZCOANO

Contact: M. Jose Maria Aguirre
Presi dent Paseo de |a Castellana 77
28046 Madrid

Tel : +34-91-536-6800

BANCO Hl POTECARI O DE ESPANA

Contact: M. Joaquin Sanchez |zqui erdo
Managi ng Director

Paseo de Recol etos, 10

28001 Madrid

Tel : +34-91-537-7000

BANCO DE Bl LBAO- VI ZCAYA
Contact: M. Emlio de Ybarra



Pr esi dent e

Paseo de | a Castellana, 81
28046 Madrid

Tel : +34-91-374 80 00

BANCO POPULAR ESPANOL

Contact: M. Luis Valls Taberner
Pr esi dent e

Al cal a, 26

28014 Madrid

Tel : +34-91-435-3620

BANCO DE SANTANDER

Contact: M. Emlio Botin Sainz de Sutuol a
Presi dente

Paseo de |l a Castell ana 75

28046 Madrid

Tel : +34-91-435-0455

CAJA DE MADRI D

Contact: M. Mguel Blesa de la Parra
Presi dente

Pl aza de Cel enque, 2 - 2da.

28013 Madrid

Tel : +34-91-532-0000

LA CAI XA

Contact: M. Jose Vil arasau Sal at
Director Ceneral

Avda. Diagonal, 621-629

08028 Bar cel ona

Tel : +34-93-404-7110

Fax: +34-93-330-0097

Anmeri can Banks in Spain

BANK OF AMERICA, S A E

Contact: M. Werner Schubert

Director General and Managi ng Director
Capitan Haya 1

28020 Madrid

Tel : +34-91-555-5500

BANKERS TRUST COVPANY

Contact: M. Guillernm Zunzunegui

Vi ce President

Paseo de |l a Castellana 31, 4 planta
28046 Muadrid

Tel : +34-91-538- 7500

Fax: +34-91-538-7529

CHEM CAL BANK/ CHASE BANK

Contact: M. Jose Antonio Garay
Managi ng Di rector

Paseo de |la Castellana, 51 - 5 planta
28046 Madrid

Tel : +34-91-349- 2800



Fax: +34-91-319-7323/91-319-8017

Cl TI BANK, N. A

Contact: M. Amador Huertas y Ortega
President for Spain and Portugal
Jose Ortega y Gasset 29

28006 Madrid

Tel : +34-91-538-4249

Fax: +34-91-435-2811

Cl TI BANK, N. A

Contact: M. Enrique Santamaria
Vi ce- Presi dent

Di agonal 427 bis-429

08036 Barcel ona

Tel : +34-93-200-2730

Cl TI BANK ESPANA, S. A

Contact: M. Rafael G| Tienda

Presi dente Country Corporate Oficer
Aveni da de Europa, 19

Parque I ndustrial "La Moraleja"
28100 Al cobendas (Madri d)

Tel : +34-91-663-1100

MORGAN GUARANTY TRUST OF NEW YORK
Contact: M. Victor Arbulu
General Manager & Vice President
Jose Ortega y Gasset, 29

28006 Madrid

Tel : +34-91-435-6041

Fax: +34-91-577-5814

Agricul tural Associations

ASOCI ACl ON ESPANOLA PARA EL COMVERCI O
(Spani sh Associ ation for Commerce)
Exterior de Cereales

Pedro Muguruza, 3

28036 Mudrid

Phone +34-91-350 31 60

Fax +34-91-345 05 27

DRY M LLER ASSCCI ATI ON
Felix Boix 7-Tercero F
28036 Madrid

Phone +34-91-345 16 85

ASQOCI ACI ON DE | NDUSTRI AS DE LA CARNE
(Associ ation of Meat |ndustries)
General Rodrigo, 6-Planta 12

2803 Madrid

Phone +34-91-554 70 45/ 46/

Fax +34-91-554 78 49

ASQOCI ACl ON ESPANOLA DE EMPRESAS DE LA CARNE ( ASOCARNE)
(Associ ation of Meat Busi nesses)
I nfanta Mercedes, 13-4



28020 Madrid

Phone +34-91-571 68 55/53/04/56
Fax +34-91-571 68 54

Tel ex 43950 ASCC-E

FEDERACI ON CATALANA DE | NDUSTRI AS CARNI CAS ( FECI ©)
(Catal an Federation of Meat |ndustries)

Vi a Layetana, 36

08003 Barcel ona

Phone +34-93-268 26 31

Fax +34-93-268 03 90

CONFEDERACI ON ESPANOLA DE ALI MENTOS COVPUESTOS, PARA ANl MALES
(Spani sh Federation for Prepared Foods, for Aninals)

D ego de Leon, 54, escal. B, 5D

28006 Madrid

Phone +34-91-563 34 13

Fax +34-91-561 59 92

FEDERACI ON DE | NDUSTRI AS LACTEAS
(Lactic Products Federation)
Ayal a, 10

28001 Madrid

Phone +34-91-5762 100

ASCCI ACl ON ESPANOLA DE PRODUCTORES DE
GANADO VACUNO de CARNE ( ASOVAG

(Spani sh Livestock Producers Associ ation)
Canbi os Viejos, 15 Entresuelo

08003 Barcel ona

Phone +34-93-310 17 00

Fax +34-93-310 03 48

ASCCI ACl ON NACI ONAL DE PRODUCTORES DE GANADO PORCI NO
(National Association of Pork Producers)

Juan Bravo, 69 Entreplanta

28006 Madrid

Phone +34-91-402 22 72

Fax +34-91-402 22 68

ASOCI ACI ON NACI ONAL DE PRODUCTORES DE POLLCS
(National Association of Poultry Producers)
D ego de Leon, 33-Cuarto

28006 Madrid

Phone +34-91-562 42 93

Fax +34-91-562 32 31

ASOCI ACl ON ESPANCLA DE PRODUCTORES DE HUEVOS
(Spani sh Egg Producers Associ ati on)

Agustin de Bethencourt, 17, 2.

28003 Madrid

Phone: +34-91-533 19 69

Fax: +34-91-533 19 69

AFCEX

(Ol seed Crushers Associ ation)
Princi pe de Vergara, 80-1°A
Madri d, Spain



Phone: +34-91-563 10 33
Fax: +34-91-562 14 24

ASOCI ACl ON ESPANCLA

DE | MPORTADORES DE MADERAS

(Spani sh Wod | nporters Associ ation)
Flora, 3

28013 Madrid

Phone: +34-91-547 97 45

Fax: +34-91-547 39 80

A TIM

Asoci aci 6n de I nvestigaciones de | NDUSTRIAS de |a Madera y el Corcho
(Research Association for Wod and Cork Industries)

Flora, 3

28013 Madrid

Phone: +34-91-542 58 64

Fax: +34-91-559 05 12

APROCSE

(Seed Producers Associ ation)
Desengafio, 10

28004 Madrid

Phone: +34-91-521-5517

Fax: +34-91-521-1238

ASCCI ACI ON GENERAL DE FABRI CANTES

DE AZUCAR DE ESPANA

(Spani sh General Association for Sugar Producers)
Mont al ban, 11 - 4° piso

28014 Medrid

CENTRO ALGODONERO NACI ONAL
(National Cotton Producers Center)
Via Layetana, 32-34 - 3°

08003 Barcel ona

Tel : +34-93-319 89 50

Fax: +34-93-319 89 62

ASCCI ACI ON DE TRANSFORMADORES

DE MAl Z POR VI A HUMEDA ( HUMAI Z2)
(Wt M| lers Association for Corn)
San Hernenegil do, 28 - 2B

28015 Madrid

Tel : +34-91-542 07 15

Fax: +34-91-541 63 33

Grain Marketing

LLOTJA DE CEREALES DE BARCELONA
(Cereal WMarket of Barcel ona)
Lonj a de Cereal es

Casa Lonja del Mar

Paseo de Isabel 11, 1

08003 Barcel ona

Phone +34-93-319 65 25

Fax: +34-93-319 27 80



Appendi x F: Market Research

A complete list of market research is avail able on the NTDB
a) U S & Foreign Conmrercial Service
I ndustrial Subsector Analyses schedul ed for Fiscal Year 1999

- Professional Electronics for Industrial Applications, July 1999
- Medical Prosthesis, July 1999

- Autonotive Repair & Mintenance Equi pnent, July 1999

- Travel & TourismlIndustry, July 1999

- Air Pollution Control Equi pment & Instrunentation, July 1999
- Airport Handling Equi prent, August 1999

- Conputer Hardware: Peripherals, Septenber 1999

- Pesticides, Septenber 1999

- Port & Shipbuilding Equi pnent, Septenber 1999

- Defense Sector, February 2000

- Filmand Videos, February 2000

- Machi ne Tools and Met al wor ki ng Equi pnent, February 2000
- Val ue Added Tel econmmuni cati ons Services, March 2000

- Cabl e Tel econmuni cati ons Market, June 2000

- Do-it-Yourself Products, June 2000

- Franchi se Sector, June 2000

- Industrial Inorganic Chem cals, June 2000

- Miultipurpose Retail Devel opment, July 2000

- Paper and Paperboard, July 2000

- Conputer Software and Rel ated Services, July 2000

- Honecare and Rehabilitation, July 2000

- Wde Body Aircraft, Septenber 2000

- Food Processing Equi pnent, Septenber 2000

b) Agricultural Market Research

01/01/99 Fresh Deciduous Fruit - Sem - Annua
01/15/99 Kiwifruit - Annua

01/31/99 Grain Voluntary - Update
01/31/99 G|l seeds Voluntary - Update
02/ 01/99 Tree Nuts - Sem - Annua

02/ 01/99 Livestock - Sem - Annua

02/ 28/ 99 Grain Voluntary - Update
02/ 28/ 99 QG| seeds Voluntary - Update
03/ 15/ 99 Canned Deci duous - Seni - Annua
03/ 15/99 Strawberry - Annua

03/31/99 Grain Voluntary - Update
03/31/99 Ol seeds Voluntary - Update
04/10/99 Grain & Feed - Annua
04/30/99 Grain Voluntary - Update
04/30/99 QG| seeds Voluntary - Update
05/ 01/ 99 Tobacco Annua

05/ 30/ 99 Tomatoes - Annua

05/31/99 Grain Voluntary - Update
05/31/99 G| seeds Voluntary - Update
06/01/99 G | seeds & Products - Annua
06/ 15/ 99 Asparagus - Annua

06/ 20/ 99 Cotton - Annua

06/30/99 Grain Voluntary - Update



06/30/99 G| seeds Voluntary - Update
07/31/99 Grain Voluntary - Update
07/31/99 G|l seeds Voluntary - Update
08/ 01/99 Livestock - Annual

08/ 15/ 99 Poultry - Annual

08/ 20/ 99 Tree Nuts - Annual

08/31/99 Grain Voluntary - Update
08/31/99 G| seeds Voluntary - Update
08/ 31/99 Planting Seed - Annual

09/ 10/ 99 Fresh Deci duous Fruit - Annual
09/ 15/ 99 Canned Deci duous Fruit - Annual
09/ 30/ 99 Annual Situation Report
09/30/99 Grain Voluntary - Update
09/30/99 G| seeds Voluntary - Update
10/ 01/ 99 Seafood - Annual

10/31/99 G ain Voluntary - Update
10/ 31/99 Ol seeds Vol untary - Update
11/01/99 Citrus - Annual

11/30/99 Avocado - Annual

11/30/99 Dairy - Annual

11/30/99 Grain Voluntary - Update
11/30/99 Ol seeds Voluntary - Update
12/ 10/ 99 Wne - Annual

12/ 15/ 99 Forest Products - Annual

12/ 15/ 99 Tomat oes - Seni - Annual
12/31/99 Grain Voluntary - Update
12/31/99 Ol seeds Voluntary - Update

Appendi x G Trade Event Schedul e

a) Events organi zed by the U S. Commercial Service
January 2000

FITUR - U S. Pavilion, Madrid (Tourism Trade Fair)
Coordi nator Madrid: Mariana Vega

Tel: (34-91) 564-8976

Fax: (34-91) 563-0859

F.1.MIl. - Valencia (Children's Apparel Show)
Coordi nator Madrid: Carnen Adrada

Tel : (34-91) 564-8976

Fax: (34-91) 563-0859

February 2000

Medi cal WMatchnaker - Madrid (Medical Device Trade M ssion)
Coordi nator Madrid: Jose Ranbn Posada

Tel : (34-91) 564-8976

Fax: (34-91) 564-0859

March 2000

Spani sh Machi ne Tool Biennial - Bilbao
Coordi nator Barcelona: Enilio Arranz
Tel : (34-93) 280-2227

Fax: (34-93) 205-7705



April 2000

Fashi on Sectors Trade M ssion - Mdrid
Coordi nat or Madrid: Carnen Adrada

Tel: (34-91) 564-8976

Fax: (34-91) 564-0859

Novenmber 2000

SIMO TCl - Madrid

(Information Data Processing, Miltinedia and Conmuni cati ons Show)
Coordi nator Madrid: Lol a Bafos

Tel : (34-91) 564-8976

Fax: (34-91) 564-0859

b) Events organized by the Foreign Agricultural Service
March 2000

ALl MENTARI A 2000 (Barcel ona)

Coordi nator Madrid: M Escudero

tel : (34-91) 562 1453
fax: (34-91) 562 9644



